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FINGERS ON THE KEYBOARD 
OF THE NATION 


Thousands of executives—in industry, Today in Washington, fingers of information spe- 
in banks, in law firms, in labor unions— cialists of The Bureau of National Affairs are rac- 
depend upon these fingers to keep ing over typewriter keyboards . . . telling what 
abreast with Washington, nerve-center happened, why it happened, what it means... 
of America. Each day it pulses with rul- producing BNA’s eleven specialized reports in such 
ings, laws, orders, decisions that affect fields as labor relations, tax and business regula- 
American business, American dollars, tion, industrial and agricultural commodities, pat- 


American labor. ents, exports and imports. 


For Day-by-Day Decisions and Sound Policy Planning you can rely upon 
this largest staff of information specialists in Washington . . . a staff 
that is in continuous personal contact with first-hand sources, that 
organizes Washington information so you can quickly determine what 
affects you, that provides the full facts when you need them, that in- 


forms you weeks—often months—ahead of other sources so that you 
have time to act and plan. | 


WRITE DEPT. H BUREAU OF NATIONAL AFFAIRS. WASHINGTON 7, D. C. 
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Britain and the United States have 
signed a telegraph agreement. As a result 
of this pact, American businessmen no 
longer will be operating at a disadvantage 
with British competitors. A ceiling rate of 
30 cents a word between the U.S. and 
any place in the British Commonwealth 
replaces fees that went up to $1.15. 


o 0o 90 


Russia is planning a widespread devel- 
opment of the radio industry in the next 
five years. Between now and 1948, a total 
of 28 medium and short-wave broadcast- 
ing stations will be built. A manufactur- 
ing goal of 3 million radio sets for indi- 
vidual purchase by 1950 has been set. At 
the same time, the number of places 
where broadcasts can be heard over pub- 
lic-address systems will be increased from 
1 to 3 million. 


o oOo 90 


Among articles subject to duties under 
Chinese customs laws are radios, motion- 
picture projectors, bicycles, tools of trade 
and office equipment, The fact that such 
articles have been used or are privately 
owned does not exempt them from duty. 


o °o 0 


Current shipments of U.S. goods to 
Russia are far above prewar levels. Since 
Lend-Lease shipments to Russia ended 
last September, more than 26 million dol- 
lars worth of steam and Diesel locomo- 
tives have been shipped to Vladivostok. 
At present, raw furs are virtually the only 
Russian exports coming to the U.S 


o 90 °O 


Switzerland soon may lose some of the 
watch trade that long has been the coun- 
trys principal export. The British com- 
panies are planning watch and clock 
manufacture for export on a large scale. 
Britain, in 1937, imported 4,592,000 
clocks and 8,740,000 watches from 
Switzerland. 


oo 8 


France is forming a number of farm 
co-operatives in conjunction with the ex- 
tensive mechanization of farmwork now 
under way. Plans call for an increase in 
the number of tractors with wheels from 
the present total of 8,200 to 30,000, and 
those with caterpillars from 200 to 6,000. 
This necessitates the import or manufac- 
ture of 27,600 tractors. 


The French General Confederation of 
Labor has proposed four methods for the 
strengthening of French industry. These 
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are: development of the automobile and 
aviation industry by domestic manufac- 
ture of aluminum; modernization of Al- 
sace’s potash mines to build up exports; 
extension of labor-management commit- 
tees in conjunction with the nationaliza- 
tion of industry; and creation of a national 
economic council. 


o 0 Oo 


Argentina has lifted a ban on granting 
citizenship to foreigners. Citizens of Ja- 
pan and Germany still are excluded be- 
cause of the technical state of war still 
existing between the Argentine and those 
countries, 


o oO °O 


The United States shortly may ship 
wheat to Uruguay, although the latter’s 
next-door neighbor is one of the largest 
wheat producers in the world. Argentina’s 
refusal to ship wheat to Uruguay has re- 
sulted in one country abounding with 
bread, rolls and pastry, while the other 
rations black bread. 


o 0o 9 


Canadian railways now are preparing 
an application for an increase in freight 
rates. The amount of increase has not yet 
been determined, although the railways 
are mindful of the 25 per cent increase 
U.S. lines want. 


o 0 °O 


The British chemical industry is plan- 
ning to spend 200 million dollars on 
plant expansion in the next eight years. 
Plans include development of plants for 
increased manufacture of nylon, light al- 
loys and insecticides, in addition to an 
increase in production of industrial chem- 
icals. 


oo Oo 


Nearly a dozen commercial air lines 
have been formed in England, although 
a bill in Parliament places the bulk of the 
commercial air traffic under three Gov- 
ernment-owned companies. Most of the 
private companies will do charter work in 
freight and passengers to Europe, includ- 
ing one company which already has 
flights scheduled to Switzerland. These 
charter flights will tend to become regular 
services. 


oo 90 


The Skoda munitions factory in Czech- 
oslovakia now is manufacturing four-cyl- 
inder automobiles. Skoda is the largest 
armaments plant in Central Europe. The 
company already has shipped cars to 
South Africa, 























a WARNING 


and a fair 


QUESTION 


The factories of the United States 
can produce far more than our 
own people can consume. 








Are you, Mr. Manufacturer, going 
to neglect the foreign market until 
our home market is saturated with 
goods and then seek foreign out- 
lets? Or are you now going to set 
aside a certain quota of your pro- 
duction for export and thus intro- 
duce your products to foreign 
buyers when the need is so great 
. at the same time lay a solid 
foundation for future business? 


Consult us 


JOHN P. HERBER 


& Company, Inc., 


1411 4th Avenue Building 
Seattie 1, Washington 


IMPORTERS ¢ EXPORTERS 


A PROGRESSIVE EXPORT HOUSE WITH 
WORLD-WIDE CONTACTS. 
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cea Rapa, 


How many of your 
JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
tage in possessing one or several junior 
executives trained to speak Spanish, 
Russian, French or Portuguese quickly, 
easily and correctly by the world-famous 


LINGUAPHONE 
Conversational METHOD 


At home or at the office after hours, one 
or a group can také a complete Lingua- 
phone course in any one of 29 world- 
languages and make progress in an 
amazingly short time. 

In business, professions and War Serv- 
ices the unique Linguaphone Converso- 
tional Method has enabled more than 
one million men and women to speak 
foreign languages. 


* Send for FREE Book 


INGUAPHONE INSTITUTE 
82 RCA Building * New York 20, N.Y. 


LINGUAPHONE INSTITUTE 
82 RCA Bidg., New York 20, N.Y. 


Without cost or obligation send me the 
Linguaphone Book 


Nome 


Address 




















We told you last week of our executive staff in Washington. 
Here are some facts about the chiefs of our bureaus abroad. 

Members of our world-wide staff have been chosen not only 
for their reportorial experiences, but for their knowledge of the 
currents and trends in international affairs. 


c c 7 


E. J. Drechsel is at his post in London. He graduated from 
Dartmouth College, School of Finance, and has a wide back- 
ground in international, economic and financial affairs. He has 
traveled extensively in Latin America and Europe and speaks 
French, German and Spanish. For the past two years he has 
been on the staff of the U. S. News. 


o o o 


Thomas Hawkins, at Berlin for World Report, has been a 
correspondent abroad for the Associated Press for the last six 
years. He covered political developments in almost every nation 
in Europe, and during the last year of the war was able to report 
early indications of the Nazi collapse in Germany from his van- 
tage point in neutral Switzerland. 

° c od 


Bernard Redmont, stationed at Buenos Aires, an ex-Marine 
and holder of the Purple Heart, served also in the Office of Inter- 
American Affairs, where he was in the Press Division. He speaks 
Spanish and Portuguese and has traveled in a number of the 
American Republics as well as most of the countries in Europe. 

o 7 ° 


William Gaudet, who covers Middle America, spent most of 
the war years as a correspondent for the Office of Inter-American 
Affairs in the Middle-American Republics. He speaks fluent 
Spanish and has interviewed personally most of the important 


officials in the countries where he will represent World Report. 
° ° ° 


Frank Rounds, now in China for World Report, spent five 
years in the Navy, serving in both Europe and the Pacific. He 
was the first press officer at Guadalcanal, was attached to Admiral 
Halsey during the Solomons campaign and was assigned to Ad- 
miral Nimitz’s press staff at Pearl] Harbor. Later he went to Eng- 


land and Germany. Before the war he was a member of the 
U. S. News staff. 


se] c o 


Joseph Fromm, now in Tokyo, has been a writer on Far East- 
ern affairs for the last four years. Previously, he was with the 
Chicago Sun as editor of the Air Edition. During the war, he 
served with the famous British Eighth Army in Libia and Italy. 
Later, he joined the Indian Army and saw at firsthand the cam- 
paigns in Southeast Asia. Many of his articles have dealt with 
the effects of Japanese occupation policies in Burma and Malaya. 

cod oa ° 

George Bookman, at present in the Near East, was with the 
Office of War Information throughout the war and earned special 
commendation for his work in the Balkans. He served in Africa, 
Syria, Lebanon, the Balkans and Austria in the OWI Psycho- 
logical Warfare Branch, which worked in close co-operation 
with the Army. He was a member of the U. S. News staff in 1940. 
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Blunt talk now openly exchanged between Russia, on one side, and 
U.S. and Britain, on the other side, is a part of larger maneuvering. 
Idea held by high U.S. officials is that Stalin is more sensi- 
tive to public opinion in the outside world than hitherto believed, 
Russia is busily spreading her own promotion; wants to maintain 














morale, for instance, in Yugoslavia; intends to keep going Communist 
Party influence in France and Italy beyond current elections. 

There is a misleading tendency for popular sentiment to swing 
from rejoicing to despair on the basis of public statements; to lose 
Sight of the underlying practical politics of the Big Powers. 





These things need attention, deserve repetition..... 

Russia is wedded to bargaining, both as a tactic her leaders 
enjoy and as a rule of conduct likely to pay her big dividends. 

A straight U.5S.-Russian deal on all major issues, with Britain 
away from the conference table, would best suit Russia. 

Next in Russia's preference would be a Big Three settlement, 
with France only nominally consulted for appearances’ sake. 

Russia's tremendous ambition, even determination, is to have her 
equality with U.S. as a world power, and her superiority over 
Britain, admitted and respected in the peacemaking and peacekeeping. 

U.S. determination to favor broader, more democratic world 
co-operation is a constant stumbling block, in Russia's view. 

Opposition by Russia to an early peace conference of 21 Allies, 
without advance Big Power agreements, recognizes that Russia would 
be outvoted consistently, about 15 to 6, or 14 to 7. 

Firm action by U.S. in suspending further shipments of plants, 
earmarked as reparations, from the U.S. zone in Germany to Russia, 
impresses Moscow as illustrating Washington's bargaining power. 


























In the immediate picture there is this to watch..... 

Prospect of a stronger France, more certain of her own mind in 
international affairs, is inspiring many new calculations. 

Once the election tension has ceased, France can do business with 
Britain on the whole future of Franco-British relations. 

Chances are to improve for international control of the German 
Ruhr, which now is occupied by British forces. 

U.S. is virtually certain to share ina scheme by which the Ruhr 
would remain German in name yet have Allied supervision; Russian 














(over) 


(No part of this or any other page may be reproduced without written permission) 


Written for the issue of June 6, 1946—Vol. I, No. 3 WORLD REPORT ®* 3 





Warldavans 







4 ¢ WORLD REPORT 







(Continued) 


participation is probable but still obscure. 
Part of the Saar industrial area is to be handed to France. 
Over-all results would put larger numbers of Germans to work; 


boost production of the goods so badly needed to put Western Europe 
back on its feet again. 








New trends now are developing in the Western Hemisphere..... 

Air trip to Washington by the influential Argentine Army leader, 
Gen. Carlos von der Becke, isn't to be dismissed as a courtesy call; 
in fact is directly related to inter-American military co-operation. 
You get the perspective of this on page 12. 

Hospitality to Von der Becke is to make it easier for U.S. Chief 
of Staff, General Eisenhower, to call on and confer with the Argentine 
strategists when Eisenhower's long-planned visit to the other American 
Republics materializes. 

Gesture from Argentina should help new U.S. Ambassador, George 
Messersmith, to reach a working basis in Buenos Aires with the incoming 
Argentine President, Col. Juan D. Peron. 

Eventual readjustment of U.S. relations with Argentina is to 
cause Spruille Braden, Assistant Secretary of State, to pull back from 
further friction with Peron; may even bring about Braden'‘s replace- 
ment and reassignment. 

William D. Pawley, Florida businessman and airplane builder, now 
U.S. envoy to Brazil, is to get serious consideration if Braden's 
job is to be filled by someone else. 

















U.S. negotiations for Atlantic bases follow a new formuld.eeee 

In the Azores, the U.S. seeKs from Portugal what is called 
"staging rights," the privilege of continuing to use wartime facili- 
ties for military traffic to and from Europe as long as the occupation 
of Germany continues. The period of usage may run up to ten years. 

In Iceland, once national elections are over, satisfactory ar- 
rangements are expected to be made by the U.S. on similar terms; are to 
permit the maintenance of U.S. airfield installations in working order. 








The postwar pattern in the Far East is still changeable..... 

Military triumphs in Manchuria by the Nationalist troops of 
Generalissimo Chiang Kai-shek are less battleground victories than 
withdrawals by the Chinese Communists. 

The outlook for unifying China, through the mediation of General 
Marshall, is improved, but his task is far from finished and is to 
be a difficult one for months ahead. 








In Southeast Asia, the problem of India remains paramount..... 

Most favorable development is a new inventory of India‘s food 
supplies, both on hand and in transit from abroad, which indicates 
that present rations can be stretched into July and might come closer 
to lasting until the new harvests. 
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RUSSIA AND U. S. REACHING | 
SHOWDOWN ON PEACE TREATIES 


America ready for 2-world settlement 
if the Soviet Union rejects proposal 
for Peace Conference of 21 nations 


Out of the current crisis is to 
come a new U. S.-Russia relationship. 

The character of this relation- 
ship will determine the character of 
the peace. It will determine whether 
there is to be peace in the next five 
years or only preparations for war. It 
also will determine when a peace treaty 
will be signed. 

For the United States, unwill- 
ing to pay Russia’s price or delay long- 
er for a one-world peace, is threaten- 
ing to seek a two-world peace. That 
means a U. S. bloc and a Russian bloc , 
with only troops between them. 

This is the meaning of U.S. Secretary 
of State James F. Byrnes’s threat to take 
the deadlock over the peace treaties to 
the General Assembly of the United Na- 
tions unless Russia agrees to a 21-nation 
Peace Conference in Paris this summer. 

Byrnes’s action admittedly is a gamble. 
He is gambling for a one-world peace 
with the conviction that Russia cannot 
afford a two-world peace. The chances 
are that Byrnes will win, that Russia will 
prove more yielding when next the Big 
Two meet to discuss the peace treaties. 

Why gamble? The U. S. is forced to 
consider the possibility of a two-world 
peace because the deadlock over the 
peace treaties for Europe leaves that Con- 
tinent in a state of chaos that the U.S. 
cannot afford. 

The U.S. pays the bill, or most of it, 
for European countries that cannot pay 
their own way until the peace treaties 
provide the foundation for a reorganiza- 
tion of the Continent’s economy. The 
U.S. is furnishing 72 per cent of the 
money for the United Nations Relief and 
Rehabilitation Administration—to date, 
$2,700,000,000. About 83 per cent of 
UNRRA wheat comes from the U.S. 
Money and wheat go mainly to a hungry 
Europe. 


Europe is hungry not only because of 
poor harvests but because of the lack of 
consumer goods. Farmers are not inter- 
ested in growing as much as they can or 
in selling what they have. Farm cellars in 
Normandy are full of butter, while Paris 
lacks it; wheat and other grains lie buried 
beneath the threshing floors of Romanian 
fields while Vienna's people fight famine. 
The farmers will not sell because there 
is nothing to buy. 

There is nothing to buy because the 
factories making consumer goods lack 
coal. Coal is lacking because the Ruhr 
and the Rhineland in Germany and the 
Silesian mines of Central Europe are not 
producing enough coal or are not sending 
what they have through the usual chan- 
nels. These channels are blocked by 


power politics due to the lack of peace ~ 
treaties. 

Man power utilized for policing the 
occupied areas is a drain on both the 
U.S. and Russia. President Truman 
has asked the U.S. Congress for 500 
million dollars to cover the costs of 
military government for the year fol- 
lowing July 1. This sum will not pay 
the salaries of the 400,000 U.S. troops 
now stationed in Europe. Russia, with 
well over 1% million men stationed in 
occupied zones, finds the cost high, too. 
Her troops cannot live entirely off occu- 
pied lands. 

U. S. loans to put war-battered Euro- 
pean countries back on their feet will 
fall short of their aim if treaties do not 
soon permit these countries to resume 
trade. The U. S. already has earmarked 
more than a billion dollars in such 
loans or credits. The _ British, who 
look to Europe for much of their busi- 
ness, seek $3,750,000,000 from the 
United States. The French want another 
2 billion dollars. Both the British and 
the French may find these sums in- 
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BIDAULT, MOLOTOV, BEVIN, BYRNES: 


—International 


For the camera, a united front—for history, what? 


adequate if present postwar uncertainty 
continues. 

This is the economic picture that forces 
the U. S. to demand a decision now. 

Russia also loses. There are signs that 
Russia's economic and political losses 
now are exceeding the economic and 
political profits the Soviet Union ean 
make out of Europe's chaos. 

Economically, Russia can profit from 
the new territories she has absorbed or 
dominated only if these territories pro- 
duce more than they consume. But all 
the Balkans are dependent upon the Dan- 
ube River to carry a large portion of 
goods and raw materials. The U.S. holds 
some 700 Danube River ships in the zone 
it occupies in Austria. They will be held 
for bargaining with Russia on European 
peace treaties North of the Danube, Rus- 
sia is taking greater losses. The U.S. has 
halted the flow of reparations to Russia 
from the American zone. 

Politically, Russia’s losses are increas- 
ing throughout Western Europe. Austria 
and Hungary both voted for non-Com- 
munist governments, although Russian 
troops stood on their soil. The Belgians 
and the Dutch both limited their Com- 
munist parties to a minor portion of the 
votes. France rejected a Communist- 
sponsored constitution. In the American 
zone of Germany, where Communists 
hoped for big gains, they got only a small 
portion of the city council seats to be 
filled. Even in Czechoslovakia, where the 
Commugists won more votes than any 
other party, they failed to get enough to 
rule the Prague Government. 

Anti-Communist parties throughout 
Europe are gaining strength from a wave 
of popular reaction against Russia, whom 
many blame for blocking the peace 
treaties. 


Such Russian losses suggest that Rus- 


sia, too, has reasons for desiring an end to 


6 © WORLD REPORT 


the deadlock on the peace treaties. But, 
in the game the U.S. is playing, there 
still is a chance that Russia will not yield. 
In that case, the U.S. loses and the world 
is on its way to a two-world peace. 

If the U.S. loses the two-world peace 
that would follow would be, in fact, no 
real peace at all. Then the relationship 
between the U.S. and Russia would be 
one of armed watchfulness. Strange as it 
may seem, the way to such a divided 
world leads through the United Nations. 
Foreign Minister Vyacheslav Molotov 
said as much to the Communist-Party 
newspaper, Pravda. (See text, page 42.) 

Secretary Byrnes proposes to call upon 
the United Nations General Assembly 
to take up the peace treaties if the U. S. 
and Russia cannot agree on a Peace 
Conference before September. The article 
of the United Nations Charter that 
Byrnes cites is Article 14. It says the 
Assembly may “recommend measures for 
the peaceful adjustment of any situation, 
regardless of origin, which it deems likely 
to impair the general welfare of friendly 
relations among nations.” That certainly 
covers the deadlock over the peace 
treaties. 

But Russia believes the peace treaties 
are the exclusive business of the Big 
Powers. Russia would prefer to reach 
a settlement with the U.S. alone and is 
reluctant to admit even Britain and 
France to the discussions. Russia does 
not want the postwar organization of 
Europe to be decided by the 21 Allied 
Nations that fought the war, still less by 
all the nations that are members of the 
U.N. Assembly. 

Broad as the terms of Article 14 may 
be in permitting the Assembly to take up 
the peace treaties, they are extremely 
narrow in authority. The Assembly can 
only “recommend” a peaceful settlement. 
These recommendations would go to the 





Security Council of the U.N. There 
Russia already has shown that her veto 
power can block effective action. 

The U.N. Assembly cannot, therefore, 
write the peace treaties against Russia’s 
will. The United States will be able to 


“use the U.N. Assembly only as a great 


sounding board before public opinion for 
its case against Russia. Action through 
the U. N. thereby would give the U.S 
a means of mobilizing the maximum.sup 
port for a two-world peace. 

High U. S. officials privately admit this. 
They agree that, if the peace treaties are 
taken to the U. N. Assembly, the action 


may well wreck the U.N. organization’ 


as an effective instrument for peace. 
Without Russia and the Russian satel- 
lites, they see the U.N. only as the gov- 
erning body of a Western bloc of nations, 


led by the U.S., set off against another | 


bloc, led by Russia. These two blocs then 
would write the peace for two worlds. 

The British already are preparing for 
such a peace. They have a plan for unit- 
ing the U.S., British and French zones 
of Germany into a new state, with its 
capital at Frankfurt. This state would 
have a population of 44 million and 
would include the resources of the Ruhr 
and the Rhineland. Eastern Germany 
would become another state under Rus- 
sian domination, with a population of 
22 million. Raw materials and coal for 
its factories would have to come from 
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TRUMAN IN BERLIN... 
Will there be two blocs to... 

















non-German territories or from Russia 
herself. 

Some influential Britons say this is the 
only possible way to reorganize Germany 
and Europe if the Russians cannot agree 
with the U.S. But the Russians are well 
aware that such a scheme would place 
them at an enormous disadvantage. All 
the world outside the sphere controlled 
by the Red Army would be asked to join 
a bloc against Russia. This is the threat 
the U.S. uses in its play for Russian 
support of a one-world peace. 

If the U.S. wins, more bargaining lies 
ahead for the U.S. and Russia. Byrnes 
and President Truman have not slammed 
the door on the barter that Stalin and his 
representatives love so dearly. The U. S. 
Administration only warns the Russians 
that they also must yield if they are to 
do business with the Americans. 

There is plenty of business still to be 
done if the U. S. and Russia work to- 
gether for a one-world peace. It is up to 
them to close the great gap left in Central 
Europe by the defeat of the Axis. U. S.- 
Russian agreements, supported by Britain 
and France, must secure the peace at 
Trieste, Vienna and Berlin, as shown on 
the map on page 5. 

Behind the threats and trading over 
Trieste, an area now controlled by the 
U. S. and Britain, lies the fact that both 
Austria, key to the Danubian area held 
by the Red Army, and Germany, now 
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BRITISH TROOPS AT TRIESTE WATERFRONT 


ALE 


Policing is a drain upon man power 


divided between the contestants and 
their allies, are to come up next for 
treaties. 

Even in Trieste, the issue that finally 
wrecked the meeting of the Big Four 
Foreign Ministers in Paris, the U. S. is 
willing to make concessions. The Amer- 
icans are ready to abandon all the pre- 
vious proposals for a Trieste settlement 
and to agree to any division of the zone, 
however favorable to the Russian satel- 
lite, Yugoslavia, provided the city of 
Trieste does not go.to the Yugoslavs 
alone. But the U.S. insists that Russia 
first give proof that she will alter the 
stand from which the Soviet delegate 
to Paris never deviated—cession of the 
whole area to Yugoslavia. 

Internationalization may be one solu- 
tion, not only for Trieste, but for other 
disputed regions. U.S. statesmen have not 
abandoned the possibility that the whole 
Trieste region may be kept united, as 
Russia desires, but jointly administered 
by the powers under U.N. sponsorship. 

Such a solution would permit the 
whole region to be operated as a free 
zone by the U.N., as Danzig was oper- 
ated by the old League of Nations. The 
great difference protecting Trieste would 
be a U.S.-Russia guaranty that Trieste 
would remain a free zone. 

Austria, next in line to Trieste for a 
solution, offers a fertile field for bargain- 
ing. Not only the Danube barges, but in- 
dustries and other assets that Russia 
would like to share, are held in the U. S., 
British and French zone of Austria. More- 
over, Russia says Red Army troops are 
remaining in Romania, Hu:7ary and Bul- 
garia only to keep the communications 
lines open to the Russian troops in Aus- 
tria. A peace treaty with Austria would 
open the way to the removal of Russian 
troops from the Balkans. Both sides have 
bargaining points in Austria. 


Germany, last in line for a peace 
treaty, is the outstanding example of the 
mutual distrust that prevents agreement 
among the Big Four. The U.S. will not 
let Russia take more reparations from the 
American zone now. The Russians say 
Britain is keeping units of the defeated 
German Army intact and armed in the 
British zone for possible use in a war 
with Russia. In Britain, the Russians are 
accused of similar actions in their zone. 
To dispel such distrust, a Four-Power 
Military Commission is inspecting the dis- 
armament of German troops in all zones. 

Until the U.S. and Russia decide 
whether their new relationship is to be 
based on a one-world or two-world recon- 
struction of Europe, Germany and the 
whole Continent can expect only con- 
tinued division and occupation. But the 
current showdown will bring a decision 
soon. There is an excellent possibility 
that the U.S. gamble may end in a draw 
between the U.S. and Russia. ° 

A draw would result in a face-saving 
way out for both the U.S and Russia. 

The Russians already have offered to 
waive all their claims on Italy in exchange 
for the awarding of Trieste to Yugoslavia 
instead of Italy. Should the Russians 
accept internationalization of Trieste, or 
some other compromise, the peace treaties 
necessary for Austria, the Balkans and 
Germany could await further negotiations 
and the 21l-power Peace Conference 
could be held this summer. 

Best forecast is that a patchwork peace 
will be made, with at least a temporary 
bridge thrown across the Trieste gap at 
the southern end of the great chasm 
yawning through Europe. That would 
bring the first of the peace treaties this 
summer. It would permit further tries for 
a one-world peace. It would create a 
new formula for U. S.-Russia relationships 
of the future. 
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WANTED: 8 MILLION 
HOUSES IN BRITAIN 


U.S. problem dwarfed by crisis 
in United Kingdom. Material and 
labor shortages slowing program 


Every fifth family in Britain 
needs a new house now. The British 
must have 2'2 million more dwellings 
before they can end the present dou- 
bling up of two or more families in 
one house. 

To attain minimum housing 
standards, Britain should build 8 mil- 
lion dwellings in the next 10 years. 
Even if this is accomplished, her peo- 
ple then will not be housed as com- 
fortably as United States citizens are 
now. 

The British housing problem dwarfs 
by comparison the pressing U.S. need 
of a new house for every twelfth family. 
But, baffling as Britain’s dwelling prob- 
lem is, a solution is vital, for housing is 
essential to British recovery. 

Recovery for Britain depends on pro- 
duction for export, and this production 
depends on the workers. They must be 
adequately housed before they can pro- 
duce. Housing, therefore, takes preced- 
ence over all other jobs in Britain now. 
On the solution of this problem Britain 
has pinned her economic fate. 

For this reason, Britain’s Labor Gov- 
ernment is tackling the housing crisis as 
if it were another war. Government hous- 
ing projects make up 80 per cent of 
Britain's home-building program, com- 
pared with 10 per cent in the U. S. 

Britain's poor are to get priority in 
new housing. Under the Labor Govern- 
ments program of modified socialism, 
subsidies are to keep rentals below $10.40 
a month. This is one fifth to one eighth 
the rental on America’s new houses. 

Britain’s plans, however, are still on 
paper. Progress in building has been 
speeded up by warm weather, but still 
is very slow. 

Obstacles confronting Britain’s hous- 
ing program are great, many of them 
familiar to house-hunters in the U. S. 

Lack of labor is the most serious prob- 
lem. Before the war, Britain had 1% 
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million trained construction workers, com- 
pared with 1,029,000 in the U.S. build- 
ing industry. Last winter, each country 
was down to a construction labor force 
of less than 700,000 skilled men. 
Britain plans to obtain 250,000 con- 
struction workers from the armed services, 
partly by releasing skilled men even 


‘though they do not have the required 


number of discharge points. However, 
if she is to attain her building goal, 
another 550,000 workers must be re- 
cruited and trained in such skills as brick- 
laying, carpentry and plumbing. The 
U.S., to meet her goals, must recruit 
and train almost three times as many men. 

Lack of materials runs a close second 
to labor shortages as an obstacle to con- 
struction. 


—Black Star 


A BRITISH DREAM—MODEL HOUSING 
The nation’s economic fate is pinned on the plan 


Bricks are a major problem in Britain. 
Of 1,362 plants operating before the war, 
only 458 are in production now. 

Lumber must be imported from Swe- 
den, Finland and Canada. But Britain 
lacks the coal Sweden and Finland want 
and the dollars Canada prefers in ex- 
change for wood. As a result, imports lag 
behind the need. 

Lead pipes and electrical equipment 
are other bottlenecks. 

Because of all these shortages, Britain's 
critical building materials still are closely 
rationed. 

In addition, the Government, through 
the Ministries of Works and Supply, 
is manufacturing some building mate- 
rials in its own plants. It is placing orders 
for building components with private in- 
dustry and ordering some complete 
houses just as it ordered munitions dur- 
ing the war. 

In all, national Government depart- 
ments are to control directly the construc- 
tion of 150,000 temporary and 300,000 
permanent houses between now and Oc- 
tober, 1947. 

The program drafted by Britain’s Gov- 
ernment, however, sets no over-all objec- 
tive such as U.S. Housing Expediter 
Wilson Wyatt’s goal of 2,700,000 new 
houses to be started before the end of 
1947. Health and Housing Minister 
Aneurin Bevan has said only that Britain 
must quickly exceed her prewar peak of 
346,000 new homes a year. 

For a country with one 
third as many people, this 
compares well with the U. S. 
peak of 937,000 new homes 
in 1925 and with U.S. plans 
projected in the pending 
Wagner-Taft-Ellender bill for 
1,260,000 new houses a year 
in the next decade. 

Public housing projects in 
Britain, as in the United 
States, will be built by pri- 
vate contractors. Planning, 
site selection, financing and 
choice of tenants will be a 
governmental task, carried 
out by 1,500 local housing 
authorities. 

Private building, which in 
the U.S. will provide 90 per 
cent of new construction, will 
be limited in Britain to 20 
per cent. 

Cost ceilings. To prevent 
elaborate construction, units 
costs are limited to $5,200 in 
London, $4,800 elsewhere, 
compared with ceilings of 
$10,000 for half of America’s 
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mew housing and $6,500 for the rest. 

| Rental bousing is to make up the bulk 

‘of Britain's new publicly financed con- 
struction, whereas the U. S. expects three 

“quarters of its new houses to be built 
for sale. 

Will-o-the-wisp of Britain’s housing is 
the prefabricated house. The U. S. is ex- 
pecting its prefabricated-homes industry 
to turn out more than one third of the 
2,450,000 new permanent houses sched- 
uled for the next two years. Britain is 
limiting its prefabrication program to 
160,000 houses. Health Minister Bevan 
now says he regrets that even this pro- 
gram was started. 

Twenty thousand U. S.-made prefabri- 
cated houses offered Britain under Lend- 
Lease were rejected owing to structural 
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LONDON SLUM 
Promises can’t be washed away 


defects. Many British-made units cost as 
much or more than traditional brick con- 
struction, with few improvements in de- 
sign. As a consequence, some projects 
have been abandoned in favor of building 
at the homesite. 

The housing problem in Britain, as in 
the U.S., existed even before the war. 
Housing will remain Britain’s major head- 
ache for many years to come. 


Before the war, much of Britain’s hous- - 


ing was out of date. Heating and sanitary 
facilities were inadequate. Slum areas 
sprawled across big cities. War came be- 
fore the crisis could be met anywhere. 

During the war, housing construction 
stood still for six years. At the immediate 
prewar building rate of more than 300,- 
000 a year, this meant the piling up of 
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a demand for about 2 million homes. 
Half-a-million slum homes that would 
have been leveled were left standing, 
but an equal number of houses were 
destroyed by bombs. 

Present estimates are that 2% million 
new houses are needed immediately to 
relieve overcrowding. Another 500,000 
housing units in slum areas must be razed 
and replaced. Farmers who grow half of 
Britain’s food need 150,000 cottages. 

Promises vs. houses. The pressing de- 
mand is beginning to plague Britain’s 
Labor Government. Workers, poorly 
housed, are not interested in the reasons. 
They like the Government's promises of 
new low-cost dwellings, but those prom- 
ises so far have not produced enough 
houses. Thus a serious political issue is 
growing out of the housing problem. 

Promises made during last year’s elec- 
toral campaign now are coming back 
on the Labor Government. Sir Stafford 
Cripps, now President of the Board of 
Trade, said during the campaign that 
a Labor Government would clarify the 
housing situation in two weeks after tak- 


ing office. Ernest Bevin, now Foreign - 





a 


tes 4 


—International 


PREFABRICATED HOUSE—AN ENGLISH WILL-O-THE-WISP 
Twenty-thousand units from the U.S. were rejected for defects 


Secretary, said 5 million homes could be 
built quickly if Labor were elected. 

Homes to meet the nation’s immediate 
needs have not been built as quickly as 
Labor suggested, however. Blitzed cities 
are still in neat ruins. Half-a-million de- 
stroyed dwelling units have yet to be re- 
placed. Britain's 3% million damaged 
homes are still undergoing repairs. New 
construction in the first quarter of 1946 
totaled only 14,371 houses. This building 
rate must be multiplied seven times to 
satisfy opposition critics such as Winston 
Churchill. 

Best forecast now available on Britain’s 
housing crisis is that the construction of 
temporary housing will soar before the 
end of the year. But, even if Britain ex- 
ceeds her prewar building peak, she still 
will take at least five years to build the 
3 million or more homes badly needed 
right now. 

And each year’s new demand will pile 
on top of the present shortage. Thus, the 
odds are that Britain’s housing shortage 
will be a growing factor in the political 
struggle between the Labor and Conserv- 
ative parties for years to come. 
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HEALTH AND HOUSING MINISTER ANEURIN BEVAN 
The Government is tackling the crisis as if it were another war 
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ARABS COMBINING 
AGAINST OUTSIDERS 


Moslem states determined to have 
voice in disposition of Italian Africa. 
Palestine dispute strengthens unity. 


Seven Arab states are begin- 
ning to test the power of their year- 
old regional bloc. 

The Arabs are concentrating 
immediately against the admission 
into Palestine of 100,000 Jews from 
Europe as recommended by an Anglo- 
American committee. A larger aim is 
to influence the peace making of the 
Big Powers to Arab advantage. 

The Arabs rely both upon their com- 
bined political strength and their capa- 
city to make violent trouble in an im- 
portant geographical area—a million and 
a half square miles of the Middle East 
comprising the independent Arab na- 
tions—in which interests of the Big Pow- 
ers overlap. The projected expansion of 
Arab influence will clash with power 
interests in another area—the North 
African territory immediately west of 
Egypt. 

The solid front of the Arabs is usually 
put forward by their seven-state organ- 
ization, the Arab League, but recently 
their bargaining power was deliberately 
displayed to Britain and the U. S. by a 
joint meeting of the chiefs of state 
sponsored by King Farouk of Egypt. 

Palestine is one issue on which all the 
Arab states agree, despite internal differ- 
ences among League members. A desert 
war of the 1920s still divides King Ibn 
Saud of Saudi Arabia and King Abdullah 
of Trans-Jordan. The progressiveness of 
Egypt and Iraq is shocking to reactionary 
Moslems of the Yemen. The republics of 
Syria and Lebanon are too preoccupied 
with consolidating their new independ- 
ence to give undivided attention to 
League affairs. 

But all seven nations are resolutely de- 
termined that Palestine shall not become 
a Jewish state such as the Zionists now 
are trying to establish. The Arabs are vig- 
orously resisting Jewish immigration be- 
cause they fear it will make a minority of 
the 1,200,000 Arabs of Palestine, now a 
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2 to 1 majority. The Arab League has de- 
clared Palestine a member. 

What the Arab League is demanding 
for Palestine is independence. The vet- 
eran Azzam Pasha, Secretary-General of 
the League, offered this argument in an 
interiew with George Bookman, staff cor- 
respondent for World Report, at Cairo: 

“Palestine should be like any other 
democratic country. In any part of the 
world where there is a minority, you 
simply write a constitution guaranteeing 
the rights and religious prerogatives of 
the minority and allow the laws to work 
on democratic principles.” 

From the U.S., the Arabs are asking 
neutrality on Palestine and at the same 
time are trying to weaken Anglo-Amer- 
ican co-operation on the issue. League 
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officials at Cairo assert America has no 
obligations in the Holy Land and there- 
fore no right to inferfere. 

The U. S., however, has declared the 
immigration plan to be official Govern- 
ment policy and is urging transfer of the 
refugees as soon as possible. The State 
Department las invited Arab and Jewish 
comment on the committee’s report. 

Great Britain, less eager to adopt the 
program, is asking the U. S, for a promise 
to send troops to Palestine, if necessary, 
to help put down disturbances. The U. S. 
is hesitating to give this pledge and the 
Arabs, by exaggerating the prospects of 
violence, hope to encourage America’s 
reluctance. 

The United Nations may be asked to 
act in the Palestine dispute. Five Arab 
states are members of the world organi- 
zation. Now, however, the Arab League 
is inclined to exhaust the possibilities of 
direct opposition against Britain and the 
U. S. before making this appeal. 

Guerrilla warfare, which the Arabs 
now are threatening, would not be a 
holy war proclaimed in the traditional 
Moslem manner as there is no single 
leader whom all the Arabs would follow. 
But local warfare could be touched off 
by other means, as Azzam Pasha em- 
phasized: 

“It would not be necessary for a 
jehad (holy war) to be proclaimed by 
official decree. It might be started by 
the Arabs of Palestine themselves if 
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they are convinced that Moslem law is 
being violated by Zionist aggression. If 
the Arabs of Palestine ask for help in 
resistance to this (Zionist) aggression, 
it would become a Moslem duty to vol- 
unteer support.” 

Widespread guerrilla warfare could 
spring up from a simple statement by 
the heads of the seven Arab nations that 
they cannot be responsible for the actions 
of their nationals if the U. S. and Great 
Britain persist in carrying out the Pales- 
tine recommendations. These heads of 
states also can encourage their nationals 
privately to organize underground armies 
for direct action against Zionism. The 
large powers would not ignore wide- 
spread fighting. 
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KING FAROUK 
The vital nerve is Britain’s 


In the Middle East, world interests in 
the Arab countries are chiefly oil and 
communications. 

The U. S. is getting about 64 million 
barrels of oil annually from wells in 
Saudi Arabia, and, together with the 
British, Dutch and French, is taking 
another 28 million barrels from fields 
in Iraq. Two pipe lines carry this product 
across the Middle East to the Mediter- 
ranean. Three more lines are planned. 

The U. S. wants air lines in the Middle 
East, where prewar services were main- 
tained by Britain, Germany, France and 
the Netherlands. 

Great Britain must defend the Suez 
Canal, a vital nerve in the Empire’s life 
line to the Far East. The British now 
are trying to negotiate a new treaty with 
Egypt, main base of present defenses, 
and, until an agreement is reached, the 
arrangements for protecting Suez in the 
future cannot be determined. It seems 
definite, however, that British air, land 
and naval forces will evacuate Egypt 
eventually. Britain, therefore, is looking 
for new bases and is considering Pales- 
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AZZAM PASHA 
An unofficial holy war? 


tine, which she governs under a mandate, 
and areas in North and East Africa. 

Egypt, as a member of the Arab 
League, has the support of the other 
Arab nations in the treaty negotiations. 
The Arab League will oppose use of 
Palestine as a British base, and is ready 
to contest Britain’s acquisition of control 
over certain areas in Africa. 

Great Britain cannot afford to stir up 
a permanent, solid front of Arab antagon- 
ism throughout the Middle East. 

Russian activity in the Middle East 
has been mostly in Iran, which lies east 
of the Arab states. There, an active 
southward penetration by the U. S. S. R. 
is threatening to cross the British life 
line. Russian policy toward the Arab 
League nations is obscure. The U. S. S. R. 
is giving verbal support to Arab demands 
for independence but regards the Arab 
League as a British creation to promote 
British policy. Communist influence is 
weak in the Arab League countries. 

Arab leaders talk freely of possible 
co-operation with Russia to further their 
cause. This talk is for the benefit of 
America and England. Actually, the 
League has no intention of appealing to 
the U. S. S. R. and does not want to bring 
the Russians into Arab territory. The royal 
families and wealthy groups now govern- 
ing the Arab League nations know they 
would be overthrown under a Soviet 
system. 

In North Africa, where the Arabs are 
trying to expand their influence west- 
ward, their immediate interest is in the 
former Italian colony of Libia, which 





adjoins Egypt. This, too, is an area in 
which Big Power interests clash. 

Great Britain desires a United Nations 
trusteeship over Cyrenaica, the Eastern 
section of Libia, which the British want 
for possible future use as a base from 
which to defend Suez. Russia, eager to 
get a foothold on the African coast and 
thus straddle Britain’s life line, has asked 
for a trusteeship over Tripolitania in 
Western Libia. Other powers suggest 
placing Tripolitania under Italian control. 

The Arabs, whose five kings and two 
presidents now are working out a joint 
policy, oppose placing Tripolitania under 
any trusteeship. 

The Arab League will try to obtain 
independence for Cyrenaica and, if this 
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KING IBN SAUD 
The big powers’ interests overlap 


fails, it will demand that the trusteeship 
for the area be given to one of the Arab 
states. The League's claims are based 
on the fact that Arab tribes inhabit the 
Cyrenaican territory. Arab leaders also 
argue that, when Arab areas are taken 
under Western control, they usually 
become colonies, whereas this could not 
happen if an Arab nation were the trustee. 

Immediate prospects for the Arab 
League are failure in its attempt to pre- 
vent the proposed transfer of Jewish refu- 
gees into Palestine, but an increase in its 
solidarity and bargaining power. The 
Arab League will make no deal with 
Russia for support of the Arab case. 

When the Allied nations draw up their. 
peace treaty with Italy, Arab wishes will 
have to be considered regardless of 
whether an Arab spokesman is present at 
the conferences. In 1919, the Arab world 
could be carved up without regard for 
the desires of the local populations. To- 
day, the local populations may still be 
living in the Middle Ages, but the Arab 
leaders have caught up with twentieth 
century political methods. 
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LATIN AMERICA TO OUST 


———— 


EUROPE’S MILITARY INFLUENCE 


Guns and munitions to be standard. 


Nations to discuss joint defense 


idea at Rio de Janeiro meeting 


The American Republics are 
about to decide how, to what extent 
and with what equipment they will 
work together to prevent aggression in 
the Western Hemisphere. 

These decisions are forced by 
an agreement reached at last year's 
Mexico City Conference and by a re- 
viving European interest in Latin- 
American armed forces. 

The nature of these decisions will be- 
come apparent in plans drawn by the 
American Republics during their forth- 
coming conference at Rio de Janeiro, and 
in action by the U.S. Congress on the 
George bill, which would make limited 
amounts of U.S. military equipment 
available for transfer. 

The over-all aim of the Rio Conference 
is to set up machinery for the defense of 
the American Republics from aggression. 
This machinery will operate under the 
provisions of the United Nations Charter 
for regional security systems. 

The United Nations Security Council, 
when it deems such action appropriate, 
will use the inter-American machinery for 
action against an aggressor. In case of 
attack on a party to this inter-Americar 
arrangement, the other parties can tak 
defensive action until such time as the 
Security Council takes over. 

The first task of the Rio Conference is 
to draft a treaty designed to meet 
threats or acts of aggression against any 
American Republic. The treaty is to pro- 
vide for consultation among the American 
Republics as to the types of action, rang- 
ing from withdrawal of diplomats to 
armed force, to be employed against an 
aggressor. 

The treaty will be designed for pro- 
tection against either a non-American or 
an American aggressor. 

The Monroe Doctrine commits the 
U.S. to maintain the security of the 
Hemisphere against attack by an outside 
power. Exercised by a militarily strong 
U.S., the Monroe Doctrine is believed 
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adequate to deter aggression in the West- 
ern Hemisphere by any non-American 
power except a nation strong enough to 
project its military force overseas. 
Soviet Russia is the only non-American 
power considered capable of making an 
effort against the Western Hemisphere at 
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AMBASSADOR MESSERSMITH 
Can the diplomatic patch be timed? 


any time in the foreseeable future. Her 
ability to make such an effort will depend 
upon her military development, especial- 
ly the development of her Navy, her long- 
range air power and the atomic bomb. 
She now is engaged in these three phases 
of development. 

Soviet Russia's ambitions in the Ameri- 
cas have not been conclusively disclosed. 
She is encouraging the growth of com- 
munism throughout the Hemisphere. Evi- 
dence is lacking to prove definitely that 
she plans to add the nations of the Hemi- 
sphere to the Soviet Union by a combina- 
tion of revolutions and aggression, but 





this possible line of action cannot be ig- 
nored. 

Within the Hemisphere, where there 
are traditional enmities and _ rivalries, 
aggression always is a possibility unless 
force is available to prevent it. Within the 
last 15 years, steps short of armed force 
have failed to prevent bloody wars be- 
tween Bolivia and Paraguay and between 
Peru and Ecuador. 

Chile still is wary of Bolivia and Peru, 
whom she fought late in the last century. 
Ecuador believes it is the rightful owner 
of certain territories now held by Peru. 
Venezuela and the Dominican Republic 
cordially dislike each other; and there is 
deep hatred between the Dominican Re- 
public and Haiti. 

Argentina is suspected of aggressive 
designs on Uruguay and Chile. The con- 
viction is strong among her neighbors that 
she wants to dominate all of Southern 
South America. 

A joint general staff, responsible for 
planning military collaboration against an 
external aggressor, is to be authorized by 
the Rio Conference. This agency will sup- 
plant or absorb the Inter-American De- 
fense Board, which was established in 
1942 with members from all the Ameri- 
can Republics. 

In its planning, the new agency will 
have the benefit of detailed studies and 
recommendations made by the Inter- 
American Defense Board. It also will be 
able to use the conclusions reached by 
U.S. officers and the general staffs of all 
the Latin-American nations, except Ar- 
gentina, in bilateral staff conferences held 
in the last 18 months. 

Standardization of equipment, organi- 
zation, training and doctrine will be nec- 
essary if the armed forces of the Hemi- 
sphere are to be capable of acting to- 
gether successfully. This conclusion has 
been reached by the Inter-American De- 
fense Board and in the bilateral staff 
conversations. It is expected to be the 
basis of planning by the new staff agency. 

European training missions guided 


‘most Latin-American armed forces prior 


to World War II. Germany, France, Italy 
and Spain for years had ground and air 
missions in Latin America, and _ the 
United Kingdom maintained several na- 
val missions there. 

These missions trained officers and en- 








listed men. Thevw selected officers for free 
travel and advanced military instruction 
in Europe. They acted as advisers to gen- 
eral staffs in such matters as organization 
and doctrine. They recommended pur- 
chases of equipment, usually of kinds 
manufactured in their home countries. 

Under such guidance, Latin-American 
forces were a hodgepodge that used vari- 
ous European types of organization, train- 
ing, doctrine and equipment. These forces 
could not have been employed jointly 
with success. 

As important as the lack of standardi- 
zation was the fact that the European 
missions inculcated their own ideologies 
in the Latin-Americans whom they were 
training. Thus the Argentine Army, 
trained for years by Germans, came in 
general to look upon Germany as the 
world’s greatest nation and to consider 
National Socialism as a desirable form of 
government. Some high Argentine offi- 
cers, including president-elect Juan D. 
Peron, were indoctrinated further during 
long periods of travel and advanced train- 
ing in Europe. 

European missions gradually withdrew 
as World War II progressed. Latin- 
American leaders, seeing most of their 
military ideals in Europe defeated one 
after another, began to wonder if Euro- 
pean methods and equipment really were 
the best. 

U.S. missions gradually moved in after 
European missions moved out. Prominent 
Latin-American officers were brought to 
the U.S. to see North American in- 
dustrial and military might and efficiency. 
Promising young officers received instruc- 
tion in U.S. basic, advanced and staff 
schools. Limited amounts of Lend-Lease 
equipment were turned over to Latin- 
American countries co-operating actively 
in the war effort. 

Prestige of the U.S. and its armed 
forces rose to an all-time high in Latin 
America as the result of these policies, 
coupled with war successes. Every Latin- 
American country has been trying to get 
U.S. military equipment, and most of 
them want to standardize on U. S. organi- 
zation, training and doctrine. But now 
U. S. military prestige is beginning to de- 
cline, partly because of uncertainty about 
U.S. future co-operation in a standardi- 
zation program, 

The key to Latin-American standardi- 
zation on U.S. equipment is the George 
bill. This bill would enable the U. S. to 
transfer selected military equipment to 
other American countries, including 
Canada, and to accept foreign equipment 
now in their possession as partial or com- 
plete payment. Their needs would be met 
largely out of U.S. surpluses. 

Long-range aircraft, suitable for ag- 
gressive use, would not be made avail- 
able to Latin-American countries. Naval 
vessels to be transferred would be of light 
types suitable chiefly for coastal patrols; 
no capital ships would be included. 


The exchange feature of the bill would 
prevent armament races and the building 
up of burdensome military establish- 
ments. Existing balances of power would 
be maintained. 

Present types of equipment would be 
suitable for transfer; in the present and 
the foreseeable future, developments in 
the field of atomic energy will not de- 
crease the usefulness of existing weapons 
and tactics in Latin America. 

If another world war were to come, 
Latin-American countries might want to 
send units overseas. In World War II, 
Brazil had a ground expeditionary force 
and an air squadron in the Mediterranean 
Theater, Mexico had a fighter squadron 
in the Pacific Theater, and other Latin- 
American countries wanted to furnish in- 
fantry battalions for overseas service. The 
employment of the Brazilian and Mexi- 
can units was long delayed, however, be- 
cause it was necessary to give them 
American equipment and train them in 
using it. 

The desire to send troops overseas 
might be even stronger in another war. 
Such forces as Latin America wished to 
send would be prepared, because of stand- 
ardization, for service alongside U.S. 
and Canadian forces. Furthermore, Latin 
America has about 12 million men of 
military age; in a long war it might 
be desirable to draw on this reserve. 

The major mission of Latin- 
American forces in another 


gentina contends that she has kept her 
promises. 

The Argentine-U.S. coolness already 
has caused two postponements of the Rio 
Conference. Now the other American Re- 
publics are saying that the two countries 
should patch up their troubles and that 
the Rio Conference should be held. If 
U.S. Ambassador George Messersmith 
can work out a settlement of the Argen- 
tine-U. S. differences, the Rio Conference 
may be held in August. 

The George bill, meanwhile, is await- 


‘ing action by Congress. 


Europe now is moving back into Latin 
America. Argentina is buying cartridge 
cases from Sweden and more than 200 
military training planes from England. 
Argentine officers are being invited to at- 
tend schools in England and in Russia. 

European countries that manufacture 
arms, or that have surplus arms ‘or sale, 
will seek outlets for them in Latin 
America. European officers will be solicit- 
ing well-paid jobs with military missions. 
The placing of Russian missions in some 
Latin-American countries is a possibility, 

The months ahead are likely to show 
that inter-American co-operation against 
aggressors is to become effective reality, 
or that co-operation is to be hampered or 
substantially prevented by the reintro- 
duction of European equipment, thought 
and training. 
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Against an American ag- 
gressor, the American Re- 
publics would take military 
action only if, by consulta- 
tion, they agreed on such ac- 
tion. But standardized forces 
would be available for quick 
and effective action if that 
course were decided upon. 

Comment in Latin Amer- 
ica on the George bill has 


been favorable generally. The CHI 
outspoken opposition has 

come from the _ pro-Peron a 
press in Argentina and from C 
Communists. + 


Strain between the U.S. 
and Argentina is the immedi- 
ate obstacle to the over-all 
program. The U.S. has said 
that it will not sign a mu- 
tual - assistance treaty with 
Argentina unless that country 
keeps its promises 
against resident Nazis. Ar- 
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BOOM IN SOUTH AFRICA SPARKS 
PLANS FOR VAST DEVELOPMENT 


Natural resources are harnessed 
to: hope for industrial expansion. 
Government offers inducements 


The Union of South Africa now 
is thriving in one of the world’s big- 
gest booms. Almost 300 million dollars 
in new industrial capital showed up 
in the country last year. Money is 
everywhere. A poker chip in a Johan- 
nesburg club costs $2,500. 

Investment capital is stream- 
ing in from Britain. British investors, 
free to spend their money anywhere 
in the sterling area, apparently regard 
South Africa as the best bet. 

U.S. investors are following the same 
lead. Money from America is pouring into 
Johannesburg. 

An unprecedented boom is boosting 
South African stocks. New factories are 
springing up, new mines are being 
opened. Vast natural resources are being 
harnessed for a long-range program of 
industrial expansion. 

Gold sparks the boom. Production is 
mounting. With a yearly gold output of 
half a billion dollars and commercial gold 
prices in Europe, Asia and South America 
at two and three times the official London 
and Washington rate, investors have no 
fear of inflation. New drillings now being 
made indicate that South Africa soon 
again may be producing more than half 
the world’s total gold output. 

Diamonds are another asset. South 
Africa is the world’s largest producer of 
industrial diamonds and gems. 

In addition to the financial security 
provided by gold and diamonds, inves- 
tors are offered many other inducements. 
Taxes are lower than in any other indus- 
trial country of the British Empire. A 
conservative fiscal policy has reduced the 
public debt. There is practically no for- 
eign debt. As a contribution to the Em- 
pire’s war effort, South Africa has fin- 
anced many new industries which can be 
converted easily to civilian requirements 
and serve as a basis for further growth 
offering remunerative employment to new 
capital. Industrial developments under 
such conditions are far reaching. 
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Heavy industry is leading. 

Iron and steel output doubled since 
the beginning of the war. New blast 
furnaces are being installed. 

Coal output is at a peak. Coal is being 
exported to Argentina and all over the 
Mediterranean and Indian Ocean area. 

Nonferrous metals, such as copper, 
chrome, asbestos and antimony are being 
mined in increasing quantities. South Af- 
rica has become self-sufficient in nickel 
and mercury. Tin is exported. Many 
mines have more than doubled their pre- 
war output. 

Manufacturing industries are growing. 
Production of electric goods, such as 
radios, refrigerators, washing machines, 
is being started. The shoe industry will 
have two million pairs of shoes ready for 
export this year. Textile mills and fac- 


tories turned out more than 300 different 
articles of war equipment. Production in- 
creased fivefold during the war. 

New automobile assembly plants are 
being installed by General Motors, Ford 
and Studebaker. New tire factories are 
being built by U.S. producers. 

Food industries are in full develop- 
ment. The fruit-canning and jam indus- 
try produces twice as much as before the 
war. Wine and brandy production is high. 
New distilleries are being built. The whal- 
ing industry expects to produce 500,000 
barrels of whale oil this season. 

Transportation is opening new traffic 
lanes. 

New air lines are being planned. 
South Africa’s Springbok line operates 
a three-day service to London by way 
of Nairobi and Cairo. British Overseas 
Airways and America’s Trans-World Air- 
line are vying for South African traffic. 
Two large airports are under construc 
tion. Another has just been completed. 

Steamship lines are running new South 
African routes. 

Railroads and highways are being ex- 
tended into the interior. Over 800 miles of 

















A NEW DOCK FOR SOUTH AFRICA | 
Government activities reach right into the harbors 
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Investors have no fear of inflation 


railroad are to be electrified; 43 new loco- 
motives are on their way from Britain. 

Tourist business is flourishing. A new 
chain of hotels is being planned. Major 
Leonard Cripps, brother of Britain's 
socialist President of the Board of Trade, 
established himself last year as a hotel 
owner in South Africa. 

As a result of all this, standards of liv- 
ing are higher than ever. Butter and 
cheese consumption have doubled since 
the beginning of the war. South African 
capital for the first time is going abroad 
seeking investment in neighboring Em- 
pire countries. 

Empire ties. Close financial association 
with Britain accounts for South Africa’s 
solid alignment with the Empire. Prac- 
tically the entire gold output is sold to 
the British Treasury by the South African 
Reserve Bank, while diamonds go to Lon- 
don’s world diamond syndicate. 

But South Africa has a policy of her 
own which Britain has to respect. For 
example, when the British Treasury sold 
South African gold in India for twice the 
official price, to take advantage of, and 
at the same time to remedy, India’s cur- 
rency inflation, South Africa demanded 
and received half the profits. 

South Africa alone in Britain’s sterling 
area now can obtain any amount of dol- 
lars. Capital can be transferred freely to 
the U. S., but the Reserve Bank demands 
evidence that it is of South African origin 
and has not come in recently from other 
sterling countries. 

Control of capital movements is facili- 
tated by South Africa’s business struc- 
ture. Big corporations predominate. The 
small investor has little leeway. 

South Africa is an example of business 
self-government. Private industries are 


controlled by public bodies such as the 
Transvaal Chamber of Mines whose mem- 
bers own the principal mines in every one 
of the four States of the Union. Through 
its Gold Producers Committee, the Cham- 
ber controls gold-mining operations. The 
Chamber’s subsidiary, the Rand Refinery 
Ltd., refines practically all the bullion 
supplied by the crushers, tube-mills and 
smelters of the mines. The Collieries 
Committee exercises similar control over 
the coal fields. Every major industry is 
co-ordinated through its own trade asso- 
ciation. At the top of this pyramid of 
big-business organizations is the Govern- 
ment-controlled South African Reserve 
Bank. 

The Government’s desire to further 
private business activities and the absence 
of socialist trends account for the fact 
that Government ownership and control 
of industry, although proportionally larger 
than that which the Labor Government 
plans for Britain, do not conflict with 
private interests. 

Government activities reach into many 
fields. Under the Constitution, railroads 
and harbors are owned and operated by 
the South African Government. This has 
been extended to inter-city commercial 
motor transport and air services. The 
Government owns and operates a small 
merchant fleet. The steel and electric- 
power industries are wholly or partly un- 
der Government control. 

This pattern of Government and busi- 
ness association runs through much of 
South Africa’s prosperity. 

Bright prospects of further develop- 
ment are based on economic, geographic 
and political conditions. 

Mineral resources are exceptionally 
rich. Coal reserves are estimated officially 


at somewhat less than one sixth of U.S, 
reserves of bitumious coai for an area 
about one seven:h that of the U.S. and 
a population of little more than 10 mil- 
lion. Substantial deposits of lithium and 
radium-active ores point to the presence 
of large uranium reserves, exploitation 
of which has been taken over by the 
Government. Iron ore reserves are ex- 
ceeded only by those of the United 
States, France, Brazil and India. De- 
posits of nonferrous metals are varied 
and large. 

Native labor supply is plentiful. In 
1944, wages of native miners were less 
than one tenth those of the whites. War- 
time experience has shown that natives 
can be trained for skilled jobs. 

Good interior communications give 
the Union of S.A. access to most of 
Africa south of the equator and assure 
her a leading place in Africa’s economic 
development. 

Favorable trading position in the 
Southern Seas arises from relatively low 
maritime freight rates to South America 
and the Indian Ocean countries which 
supply many commodities South Africa 
needs and, in turn, are ready markets for 
her products. 

Empire preferences in Britain’s Afri- 
can possessions, in the principal Indian 
Ocean countries and in the British home 
market favor South Africa’s exports. 

The future. South Africa’s economic 
rise is likely to be a long-range develop- 
ment. Its full success depends upon 
three factors: maintenance of gold as 
the yardstick of international transac- 
tions, the opening up of Africa’s do- 
mestic markets, and continued peace and 
prosperity in the South Atlantic and 


Indian Oceans. 





—Sarepent ; 
SUCCESS IN THE CRUCIBLE 
Yellow dust is the yardstick 


JUNE 6, 1946 © 15 








. # 


POP ET LI ae em or tS 
‘ 


patch 
Reg. Appd. fo- U.S; Pat, Off. 





a ee 


Reported from TOKYO 
and WASHINGTON 





ALLIED OCCUPATION CHANGING 
HABITS OF JAPANESE PEOPLE 


Citizens pay little attention to economic 
and political reforms, however; they 
are too busy struggling for existence 


Results of the U. S. method of 
ruling Japan now are becoming appar- 
ent after nine months of American 
occupation. This method, currently 
under fire by both Russia and Austra- 
lia, has brought profound changes in 
the life of the Japanese people. 

Occupation has made a tempo- 
rary American colony out of an enemy 
country, has brought wide political 
and economic reforms and has forced 
hundreds of changes in the day-to-day 
life of the Japanese. 

Just how military occupation has af- 
fected the Japanese people can be de- 
termined now through official reports 
from military authorities, supplemented 
by eyewitness accounts from inside the 
country. These sources make it possible to 
depict the daily cares of the Japanese citi- 
zen now less than a year after his country 
went down in defeat. 

The average Japanese—A farmer who 
works 2% acres of rented land or a town 
dweller who works for a small business— 
is affected only indirectly by political 
changes and efforts to democratize his 
way of life. He still works long hours, he 
reads the same newspapers, he eats pretty 
much the same quantity and quality of 
food that he did during the war, he rides 
the same trains and goes to the same 
theaters. But, throughout his life, changes 
have appeared. 

Daily life has undergone hundreds of 
alterations. Many of these changes have 
come so slowly they almost escaped no- 
tice, but the over-all effect is tremendous. 

Food, or the lack of it, is a constant 
problem for almost everybody. There isn’t 
enough rice to go around in legitimate 
markets, even for those who can pay the 
price, which has gone up 300 per cent. 
Those who are able go to the black mar- 
ket. Fish also is scarce. Many fishing boats 
were destroyed during the war and a big 
expanse of fishing waters still is mined. 
There is an acute shortage of fishhooks 
and nets. 
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Most Japanese try to supplement their 
food rations with edible seaweed. But this 
is both scarce and expensive. Restaurants 
offer little help to the average person. The 
few now open charge prohibitive prices 
for infinitesimal servings. Local fresh 
vegetables are hard to get and prices are 
up 200 per cent over last winter. 

In addition to the general shortage, 
transportation difficulties make food dis- 
tribution uncertain and difficult. The re- 
sult of all these complications is that most 
Japanese get what food they can on a 
day-to-day basis instead of shopping once 
or twice a week as before the war. 

Clothing is almost as precious as food. 
Most people still are wearing patched 
blouses and slacks that they had during 
the war, or are getting along on scraps of 
old Army uniforms. There are no new 
clothes, except a small supply that is ra- 
tioned to the most needy. The Govern- 
ment has promised to ration soon new 


clothes to the general public, but it prob- 
ably will be a year or so before any sub- 
stantial improvements become apparent. 
Wages, for those who have jobs, have 
gone up. But even those who get the 
maximum legal pay of $75 a month do not 
have enough money to deal on the in- 
creasingly popular black markets. In spite 
of the mounting costs of living, however, 
the average wage earner is better off than 
he was three months ago. His wages have 
been raised by Government decree on a. 
sliding scale, ranging from 80 per cent‘ 
for high-wage earners to 225 per cent for 
the lowest income groups. 
Unemployment is increasing, despite 
better wages. This is due to Army de- 
mobilization and the 50,000 Japanese 
who return every month as repatriates 
from China and Manchuria. 7 
Employment in the mines is going up. 
Government jobs on rehousing and re-' 
forestation programs are developing, but 
they are not sufficient to take up the slack. 
The result is that workers are becoming 
traders on the black market, when they 
can find anything to sell, or are applying 
for licenses that will make them legal 
street traders. 
Prices have gone way up, largely be- 
cause almost half the personal and house- 





JAPANESE SCHOOLROOM 
Teachers are as scarce as textbooks 
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AMERICAN-TRAINED POLICEWOMAN 
Even the dirges are giving way to swing 


hold items needed by most families can 
be obtained only on the black market. 
Black market prices range from 50 per 
cent to 400 per cenit above wartime 
prices. A kitchen knife that formerly cost 
5 yen now costs almost 20 on the black 
market, Scissors that cost 19 yen now 
bring 80 on the black market. 

Rationing is general and strictly en- 
forced. Because of this system, set up as a 
means of assuring equitable distribution, 
many items are sold only to special 
groups. For example, such things as 
pots and pans, kettles, umbrellas and 
candles are rationed to the families that 
were hardest hit by the war. Leather 
shoes are sold only to schoolboys and 
traffic employes. They are allowed one 
pair each. 

Taxes are to go much higher. This, 
like the increased cost of living, stems 
from inflation coupled with an unwieldy 
public debt. Relief and subsidies to re- 
pair war damage are still mounting. So 
are Government wages. All these costs 
eventually must be met through taxation. 

Social life for the Japanese has changed 
just as much as the workaday life. Here, 
too, some of the changes have been 
gradual, but they build up to a big over- 
all shift in living. 

Entertainment. Most Japanese see a 
motion picture or stage play about once 
a month now. Entertainment soon will be- 
come more varied as legitimate theatérs 
switch over to the more popular motion 
pictures. 

Most of the Japanese-made films are 
similar in pattern. A current attraction is 
“Cheerful Girl,” a light drama with a 
black marketeer as the villain. Another is 
“Home Again,” the story of a returned 
soldier's readjustment to civilian life. 


“Morning at the Osone Family” tells how 
the attitude of a typical Japanese family 
changed from support of the war to re- 
nunciation of the war leaders. “Man of 
the Street” has a plot built around 
scheming Japanese industrialists. 

Of the stage shows, the most popular is 
a Japanese-language version of Drink- 
waters “Abraham Lincoln.” 

Radio is more and more a medium of 
information than of entertainment. Over 
battered Japanese home sets come dis- 
cussions on such topics as politics, the 
economic situation, education, social 
problems and the black market. A popu- 
lar Sunday program is “The Truth Box,” 
a 30-minute, question-and-answer period 
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CLOTHING IS SCARCE 
Food is hardly more precious 


cliscussing the war and its causes. Political 
commentaries are broadcast on “The 
Women’s Hour” and may have been part- 
ly responsible for the large number of 
women who voted in the recent election. 

Press. The same newspapers are being 
published, and many of the more than 
300 magazines are continuations of publi- 
cations that existed throughout the war. 
But their content has changed. News- 
papers and magazines carry aricles that 
the Japanese standard of living has gone 
up appreciably under occunation. They 
also devote much space to tne discussion 
of the social and political future of Japan. 

Current magazine articles dea! with the 
food shortage, land reform and the Gov- 
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ernment’s handling of economic control 
measures. In addition, there are stories 
and picture layouts depicting American 
drama and art and U.S. farming methods. 

For the most part, current publications 
and daily newspapers in Japan carry little 
in ‘the way of entertainment features. 
Most of their contents deal with the seri- 
ous aspects of Japanese life under occupa- 
tion and with the country’s future. 

Education is hampered by the scarcity 
of teachers and textbooks. The result is 
large classes and overcrowded classrooms. 
In addition, many war-damaged schools 
have not yet been repaired. 

But the education budget for next year 
will be much larger than it was before 
Japan’s defeat. The intermediate school 
course has been increased in length from 
four to five years. Higher education 
courses are now three years, instead of the 
two years in force during the war. 

Courses have changed from their war- 
time nationalistic theme to straight edu- 
cation subjects. The average Japanese 
child probably will receive a much better 
education than did his parents or his older 
brothers and sis‘ers. 

Religion, too, has changed. Only one 
Japanese in 10 visits the Shinto shrines, 
now that the Home Ministry’s Shinto 
Board has been abolished. The various 
Buddhist sects, with their newly won in- 
dependence, are accepting converts. 

Transportation is faulty and inade- 
quate. Trains are crowded almost beyond 
capacity, despite the fact that a few new 
coaches are being added regularly. More 
than six million people traveled in Ja- 
pan's rickety passenger trains last month, 
an increase over the previous month. 

Automobile and water transportation 
still is impractical. Many persons have 
built carts, which they pull themselves. 
Former Army horses, hitched to tumble- 
down wagons and carts, also are used. 
Nearly everyone who has to travel will 
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GETTING ENOUGH TO EAT IS MORE OF A PROBLEM 





GETTING TO WORK IS A PROBLEM 
An ex-Army horse and a cart is preferred by many 


resort to any means to avoid the crowded 
railroads. 

Special restrictions now are in effect on 
population movements. Under the Gov- 
ernment rule, only persons having es- 
sential business will be allowed to move 
into cities of 100,000 or more population. 
A permit is needed to change residence, 
and such permits are issued only after 
careful investigation. 

Communications also lag far behind 
wartime performance, Because so many 
people have been bombed out of their 
homes and now must live in makeshift 
dwellings, the mail service to some parts 
of the homeland is almost impossible. It 
takes six days for a letter to travel the 
710 miles from Tokyo to Sapporo. A re- 
turn letter requires 13 days because of 
the hampered delivery facilities inside 
Tokyo. 
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Fresh vegetables are hard to find and edible seaweed is expensive 
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As a result of the slowness and con- 
fusion, the volume of mail in Japan now is 
45 per cent less than it was during the 
war. 

Telephone and telegraph equipment is 
overburdened and uncertain. Regular fa- 
cilities have been supplemented by Japa- 
nese Army equipment, but service is far 
below the war and prewar standard. As a 
result, the gross income from such com- 
munications has dropped from 420 mil- 
lion yen in 194-4 to an annual rate now of 
about 249 million. 

Police. The Japanese metropolitan po- 
lice system now is being reorganized in 
most cities. When the reorganization is 
complete, Japanese cities will have police 
departments similar to the New York 
City system. Policewomen have been se- 
lected for Tokyo, the first time in that 
city that women have been used _ in 
police work. 

Life in general for the Japanese has 
undergone changes through the accumu- 
lation of alterations that have come as the 
result of military defeat and occupation. 

Without considering what has hap- 
pened to his Government, the average 
Japanese feels and sees day-to-day 
changes in the appearance of his news- 
paper, in the theaters he visits and the 
songs he sings. American swing is re- 
placing the traditional Japanese dirges. 
There are fundamental changes, too, in 
the things he buys and the places and 
methods of buying them, in his method of 
worship, his business relationship with his 
employer and education of his children. 

The pattern of Japanese life has taken 
new form since the end of war. Now 
the future appears uncertain to the Japa- 
nese civilian. Just what it will lead to, he 
is not sure. His biggest concern now is to 
get enough food and clothing for himself 
and family. Until he does so, his concern 
with Government and politics will be 
remote. 
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COMMUNISM GAINING 
STRENGTH IN CHILE 


Party claims 12 per cent of vote, 
but its growth may be limited 
despite aggressive new policy 


Chile’s long-established Com- 
munist Party, co-operative with Gov- 
ernment and industry throughout the 
war, now has begun to make trouble. 
It has stirred internal strikes and vio- 
lence. Party members openly threaten 
to cut off nitrate and copper shipments 
to the U.S. in case of trouble with 
Russia. 

Taking advantage of hardships 
afflicting laborers because of the war, 
Communists are campaigning for new 
members and leaders say the Party is 
gaining strength. It wants membership 
in Chile’s Cabinet. There are fears 
that Chilean Communist influence 
will spread to other Latin-American 
countries. 

Limiting factors are expected to keep 
the Party from getting the upper hand, 
but conditions are favorable to its growth 
in influence now. 

Chile’s Cabinet, a coalition of many 
political and nonpolitical elements, is 
subject to frequent changes. It is sensi- 
tive to economic and social disturbances. 
This sensitivity is heightened by the 
serious illness of popular President Juan 
Antonio Rios. 

Russia now has an Ambassador in 
Chile, for the first time since the estab- 
lishment of the Soviet Union. Arrival of 
the Ambassador, Dmitri Zhukov, with a 
large staff, attracted wide public atten- 
tion and encouraged Chilean Communist 
leaders. 

Rising costs are making it more and 
more difficult for the Chilean worker to 
feed, clothe and house himself and his 
family. Food costs were 135 per cent 
higher last December than in 1939, and 
clothing prices were up 203.2 per cent. 
There have been further increases since 
that time, and the general trend is 
still upward. The laborer is being 
squeezed. 

Some workers are seeking relief 
through communism. They realize that 
the Communist Party is well organized 








CHILEAN WORKER 
Could Marx be localized? 


and that it has been a factor in Chile’s 
multiple-party system since 1937. 

The Party polled only 50,000 votes in 
the 1945 elections, as against 65,000 in 
1941. Today its leaders claim a strength 
of 75,000, or 12 per cent of all eligible 
voters. Opponents say this claim is ex- 
aggerated, but admit communism is 
strong in the mines and the ports, and in 
the transportation and communications 
systems. 

A trend toward violence became ap- 
parent early this year, after a Commu- 
nist nitrate workers’ union had struck. 
The Government called the strike illegal 
and dissolved the union. The Chilean 


Federation of Labor, which has 300,000 
members, staged a protest demonstra- 
tion. In a clash with police, several 
demonstrators were killed and many were 
injured. 

A general strike, a Cabinet shake-up 
and a state of seige followed. Socialists 
in the Federation split away from the 
Communists, and these two elements 
fought a pitched battle in one commu- 
nity. Eventually the nitrate union was 
reinstated and the trouble died down. 

More recently, a strike of miners tied 
up coal mining and shipping in Southern 
Chile for several days. 

Obstacles lie between Communist 
leaders and their objectives, despite the 
fact that they have made some progress. 

Defections from the Party are likely 
when the effects of the war are eased, 
when food and clothing become plentiful 
at lower prices. 

National pride is strong in Chile. In 
the past, the Party has been largely in- 
dependent. If strict orders are given by 
the Russian Embassy or are received 
directly from Moscow, some Chilean 
Communists will resent them. Many 
Chilean followers of Karl Marx prefer 
the domestic Sccialist Party to the Com- 
munist Party. The Socialists recently won 
Cabinet representation, but the Commu- 
nists failed. 

Social security in Chile is well ad- 
vanced. It will tend to discourage large, 
permanent Communist growth. 

Farm workers, whose numbers are 
equal to those cf industrial employes, 
on the whole heve little time for com- 
munism. Most farm workers who want 
social change are interested in gaining 
ownership of land, not in socializing it. 

Peru and Bolivia are cool to Chilean 
influences. They still remember the Wer 
of the Pacific, 1879-84, in which they 
fought Chile. When a Chilean Commu- 
nist leader spoke recently in Peru he was 
criticized for meddling in that country’s 
internal affairs. 

Bolivia’s military Government will not 
permit communism to become too strong. 
Argentine Communists have their own 
organization and are not dependent on 
Chile for direction. 

Prospects are that Chile will see Com- 
munist growth and some violence in the 
months to come. The Party will grasp 
at every possibility for Cabinet member- 
ship. At the peak of its strength, it may 
even edge its way into the Cabinet. 
The Party is not, however, expected to 
seize control of the Government or to 
exert much influence in neighboring 
countries, and its strength may decline 
when economic conditions become mor 
favorable. } 
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SCARCITY OF TIN UNTIL 1949: 
SURPLUS MAY REVIVE CARTEL 


U.S. offer to Bolivia tends to hold up 
prices and encourage world production. 
Demand not likely to increase greatly 


The present shortage of tin is 
to be transformed into a world surplus 
within three years. A world surplus 
may lead toward a new tin cartel. 
Those probabilities are strengthened 
by the trend of current negotiations in 
Washington for Bolivian tin. 

What happens to Bokvia’s tin pro- 
vides an important clue to what is 
ahead for world tin. 

Bolivian tin production this year will 
be about half of the world output. The 
world, and particularly the U. S., cannot 
do without it. 

The Bolivian negotiators are well 
aware of their strong bargaining position. 
They also are aware that normally Bolivia 
is the ragged stepchild in tin, because she 
is the world’s highest-cost producer, and 
therefore the most marginal. 

Hence, Bolivian tin operators, such as 
Mauricio Hochschild and his fellow nego- 
tiators, are out to drive a hard bargain 
while they may. 

The State Department has proved un- 
expectedly flexible in the negotations. 
The U.S. has offered to buy Bolivian tin 
during the last three quarters of 1946 at 
62% cents a pound (63% cents if certain 
production goals are met), compared 
with the previous price of 58% cents. This 
sharp increase is a complete reversal of 
previous policy. Since last September, the 
U.S. buying price has been sliced every 
three months in order to taper high pro- 
duction in Bolivia. This was in accord- 
ance with understandings reached at the 
Inter-American Conference in February, 
1945. These understandings called for 
adjustments of prices and quantities to 
effect gradual curtailment of U.S. buying 
of strategic materials in Latin America. 

The reversal of this policy reflects three 
main factors: 

First, political fence-repairing by the 
State Department, particularly among 
Argentina's neighbors; 

Second, appreciation of the fact that 
the whole Bolivian economy depends on 
high tin production; 
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Third, desire of U.S. military authori- 
ties to keep the source of tin nearest the 
U.S. in high production, at least until the 
U.S. stock pile can be rebuilt to respect- 
able proportions. 

Implications of the U.S. offer to Bo- 
livia are far reaching. The Bolivians can 
be fairly confident that no sharp drop in 
price will occur even after December 31. 
Slow decrease is the worst they can ex- 
pect, and an incentive increase is pos- 
sible if the U.S. becomes apprehensive 
of international trouble ahead. Thus, Bo- 
livian production, despite its extremely 
high cost as compared with other output, 
probably will not be curtailed at all for 
some time. 

The price paid by the U.S. to the 
Bolivians strongly influences the world 
price for tin at present. Under a war ar- 
rangement, Britain pays the same price 
for her share of Bolivian tin ore as does 
the U.S. Moreover, the level of this 
price is substantially reflected in the 
British selling price for tin metal, 
whether the source of ore is Bolivia, 
Nigeria or Malaya. 

This means the U.S. is establishing a 
high umbrella for other tin producers by 
paying high prices for marginal produc- 
tion from Bolivgia. Low-cost producers, 
such as in Malaya and the Dutch East 





Tin Supply and Consumption 
(Primary tin metal— 
thousands of long tons) 


World 
World Supply Consumption 
Stocks 

Pro- available 

duction for use * 
1946 90 70 145 
1947 140 15 155 
1948 190 0 190 
1949 220 0 185 
1950 200 35 180 


* First of year. Does not include mini- 
mum working stocks in U.S., Britain 
and other countries. 











Indies, ought to do well under this new 
umbrella and should push output to the 
utmost. As a result, an acute tin shortage 
could be changed into a burdensome 
surplus in short order. 

Shortage. Continued high prices for tin 
are likely for a while, no matter what the 
U.S. policy is. 

World demand for tin for plating, 
brass, bronze, bearing metal, solder, bab- 





TIN MAGNATE HOCHSCHILD 
Drives a hard bargain 


bitt, etc., is huge. All countries except 
Japan were severely rationed during the 
war in their use of tin. Some had none 
at all. The accumulated demand probably 
will take the entire new production of 
tin and all available stocks, aside from 
working or strategic stock piles, through 
1948. 

Production will be pushed to the limit 
in such a situation to take advantage 
of sales opportunities and _ favorable 
prices. 

To Malaya, for example, the British 
are hurrying parts and Diesel motors, to 
repair tin dredges partially destroyed by 
the Japanese. A few dredges may be in 
operation by the end of the year, but 
hydraulic sluicing will produce most of 
the Malayan tin this year. 

Another problem in Malaya is in re- 
assembling the Chinese labor dispersed 
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during the war. Native Malayans seldom 
work tin. To keep the coolies working, 
incentive goods, such as food, clothing 
and simple utensils, are necessary. Such 
goods are scarce now. 

All in all, the British will feel them- 
selves lucky to produce as much as 
12,000 long tons of tin metal this year in 
Malaya. But, by 1948, they should be up 
to virtual capacity of 73,000 tons. 

East Indian producers have the same 
difficulties, compounded by the uncertain 
political situation. Hence, it is unlikely 
that Dutch East Indian output will reach 
the 1941 level of around 50,000 tons 
before 1949. 

It will also be 1949 before prewar 
levels are reached in Burma, Indo-China 
and Siam. 

Stocks of tin metal and ore concen- 
trates left by the Japanese have been 
found in nooks and crannies all over the 
Far East. Findings so far total about 
43,000 tons in tin content. There is rea- 
son to think that a good deal more may 
be found. Some is probably hidden in 
hopes of getting higher prices later. Some 
tin is being smuggled from Sumatra into 
Singapore because the price is higher 
and because Straits dollars can bring 
more than the new guilders being issued 
by the Dutch. 

All available stocks in the Far East 
will be utilized immediately. For ex- 
ample, this year the U.S. will get more 
than 10,000 tons hoarded in Japan. 

Total supplies of tin will rise sharply 
in the next three years, but consumption 
will eat up all the available tin through 
1948, including everything but minimum 
working stocks. 

A surplus is in prospect by 1949, when 
production finally will overcome demand. 
By that time, it is expected, output will 
have recovered and consumption will 
have leveled off. 

Consumption, after the postwar boom 
in demand, may exceed prewar levels 
only with difficulty. Various trends point 
this way—but not conclusively. During 
the war it was necessary and patriotic 
to save tin. Salvage drives were made in 
the U. S., Canada, Britain and elsewhere. 
The prewar discovery of electroplating of 
tin cans was pushed hard. Application of 
this method, which results in savings of 
from 15 to 50 per cent of tin, as com- 
pared with the old dipping process, may 
mean that considerably less tin will be 
consumed in canning, the most important 
use of the metal. The trend toward frozen 
foods also seems to point in that direc- 
tion. On the other hand, more products 
may now be packaged in tin plate be- 
cause electroplating keeps costs down. 
Lively arguments go on in the trade on 
these points. 

In any case, world consumption prob- 
ably will run normally around 180,000 
long tons of new tin a year in the post- 
war period. This would be about 10 per 
cent higher than before the war. 


Production of tin could easily reach 
220,000 tons a year or more in the post- 
war world if prices were right. A tin 
surplus, therefore, is very likely by 1949. 
This would be hastened if the U.S. con- 
tinues to pay very high prices in Bolivia, 
keeping mines in production there which 
otherwise would shut down. 

Cartel. A world surplus in tin fore- 
shadows a renewed intergovernment tin 
cartel. 

The U.S. State Department, which 
dislikes cartels, is particularly upset over 
this prospect. The main reason is that the 
U.S. probably will have to go along with 
a new cartel, if she insists on supporting 
Bolivian production. If Bolivian tin were 
subjected to open competition, produc- 
tion would shrivel fast and there prob- 
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in the cartel’s actions in prewar days, and 
tried to make sure that tin prices always 
were high enough to cover Bolivian 
production costs. He, Hochschild, Ara- 
mayo and other Bolivian producers will 
favor a cartel again. 

The Dutch were in the old cartel but 
were not happy about British domina- 
tion, nor about the limited production 
quotas assigned to them. Burma, Siam, 
Indo-China and China were independent 
producers not in the cartel. Opposition 
to a renewed cartel might develop from 
the Dutch and these independents. This 
“opposition” group normally turns out 
about a third of the world’s tin. 

U.S. strategy might be to play this 
group off against the others and thus pre- 
vent an effective cartel. However, it 
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HYDRAULIC SLUICING AT A MALAYAN TIN MINE 


Operators ought to do well 


ably would be no world surplus and no 
need for a cartel to restore equilibrium. 
The State Department, thus, faces a 
dilemma. 

Military considerations probably will 
force the U.S. to support Bolivian pro- 
duction and ‘feed it into the Texas City 
smelter to rebuild a strategic stock pile 
of tin. Stock piling Bolivian tin would 
keep it off the market, but the United 
States will not build stock piles beyond a 
certain size. After this limit is reached, 
what? ; 

The major producers line up in two 
camps on the cartel question. 

The British, who really controlled the 
prewar cartel, would like to see it given 
a new lease on life. Belgian producers 
would not be ‘averse to its revival. 

Simon Patino, the biggest Bolivian 
producer, has substantial interests in the 
British smelters which process his con- 
centrates. Patino was highly influential 


under U.S. price umbrella 


seems more likely that the U.S. will ac- 
cept the inevitable and try to mold the 
cartel, which will be called an “agree- 
ment,” into a more desirable form. Al- 
ready the British tin people are being 
reminded by the U. S. of the commodity 
agreement principles proposed by the 
U.S. during the British loan negotiations 
last November. The British agreed, if the 
loan went through, to push these prin- 
ciples in coming conferences on interna- 
tional trade. 

A tin agreement conforming to these 
principles would indeed be a paragon. 
Consumers and producers would have 
equal votes; tin supplies would always 
be available in adequate quantities at 
reasonable prices; low-cost production 
would replace high. 

In any case, the U.S. would rather not 
see either a tin agreement nor a bur- 
densome surplus, and yet her tin policy 
seems to foster both. 
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What the world wants most to know 
today is whether the atomic bomb 
can be brought under control, and, if 
not, what will be its effect concern- 
ing world peace and security. 

WORLD REPORT here presents 
an authoritative analysis of these 
two questions. 


UNITED NATIONS commission 

has been set up to submit pro- 
posals for the control of atomic energy. 
It is about to have its first meeting. 
A concrete, well-received proposal to 
eliminate the bomb entirely has been 
presented by a distinguished scientific 
group appointed by the U. S. Secretary 
of State. 

The current, world-wide discussion 
indicates that there are three ap- 
proaches to the problem. The first 
would rely on agreement among na- 
tions to make no bombs. The second 
would limit the manufacture and pos- 
session of the bomb to the United Na- 
tions, to be used only by the Security 
Council. The third would eliminate 
the bomb by effectively preventing the 
production of its essential elements. 

The first of these proposals is con- 
sidered impracticable. A nation like 
the United States, which honors its 
agreements, would be risking ‘ts exist- 
ence in the presence of any nation ca- 
pable of making the bomb—and of 
breaking its agreements. 

The second proposal likewise is :on- 
sidered to be unrealistic. Whatever the 
system, the bombs would have to be 
made and stored somewhere, The na- 
tion that blocks the elimination of the 
bomb could not be trusted to have 
bombs stored where it could get at 
them—nor would it permit of their be- 
ing made or stored elsewhere. Further- 
more, since the Council can enforce its 
decisions against only minor powers, 
the bomb would be entirely unneces- 
sary. 

The third proposal, that of eliminat- 
ing the bomb, is apparently the only 
one that will solve the problem—if it 
can be accomplished. The Lilienthal 
report, prepared for the U.S. Secretary 
of State’s Committee on Atomic Energy, 
gives strong hope that it is technically 
possible to eliminate the bomb by con- 


trolling raw materials and denaturing 
their products. This solution, however, 
involves a heretofore unattainable de- 
gree of international co-operation which, 
if attained, should abolish not only the 
bomb but all forms of war. 

While such co-operation would seem 
almost impossible under the Soviet 
system, it is conceivable that, in a 
matter as vital as the bomb, Russia 
might reverse her policy of secrecy and 
exclusion. However, this prospect is 
very remote. Effective control cannot 
exist without Russia, and Russia has the 
power of veto in fact as well as in law. 
There is small chance, therefore, of 
effective control of the bomb in the 
foreseeable future. 

Until the bomb is eliminated, it will 
have a profound, perhaps a revolution- 
ary, influence on the conduct of both 
offensive and defensive warfare. It will 
likewise have a far-reaching effect on 
the world pattern of power and policy. 


Military Aspects of the Bomb 


One must proceed with caution in 
examining the military aspects of the 
bomb. No great nation can afford to 
neglect it, no nation can assume without 
proof that it will eliminate any of the 
elements which in the past have made 
for national power, peace and security. 

There are two aspects of the bomb as 
a weapon. The first is the fact that it will 
greatly change the technique of tradi- 
tional warfare—namely, the subjuga- 
tion, physical occupation and active 
control of an enemy state. The second 
is the fact that the bomb may offer a 
limited substitute for this form of war 
by enabling a nation to enforce its will 
on another by actual or threatened phy- 
sical destruction, without subjugation 
and occupation. In either case, it will 
vastly increase the totality, complexity 
and cost of war. 

The bomb is primarily a strategic 
weapon of destruction against concen- 
trated industrial areas vital to the war 
effort of a nation. It may be employed 
against centers of population to force an 
enemy state to yield through terror. 

On the other hand, the atomic bomb 
is not a tactical weapon suitable for 
employment against ground forces or 


THE WORLD AND 
THE ATOM BOMB 


naval forces at sea, because these forces 
normally offer targets too widely dis. 
persed to justify the use of a weapon of 
such limited availability and great cost, 

The bomb has put a greater premium 
than ever upon the value of surprise 
in the initiation of war. 

The bomb must be delivered against 
its target by aircraft, or, possibly in the 
future, by guided missiles launched 
from ships or shore. In order to insure 
the maximum return from a weapon of 
such limited numbers and great cost, a 
high degree of accuracy is demanded. 
In general, the difficulties in attaining 
such accuracy have been underesti- 
mated. 

The employment of guided missiles, 
armed with atomic bombs, with profit- 
able precision and payloads at ranges 
over 500 miles is at present only a 
remote possibility. 

There is no known defense against 
the principle of the atomic bomb. The 
only possible defense against the bomb 
itself is by effective action at its source 
or by destroying its carrier in flight. 
Effective action at its source normally 
would require the threatened nation to 
“strike first.” Defense by destruction in 
flight is a problem of fire delivered from 
aircraft or from the ground or by guided 
missiles. This field of defense is becom- 
ing increasingly effective, and it prob- 
ably will be more extensive than now 
foreseen. 

The bomb tends to enhance the 
importance of adequate bases in ad- 
vance areas, while making their defense 
extremely difficult where dispersion and 
underground installations are imprac- 
ticable. 

Notwithstanding all these new ele- 
ments of atomic warfare, the ground 
forces will still have to attack, to de 
fend and to occupy territory; the air 
forces will still have to observe, to fight 
and to bomb in and from the air; and 
the navy will have to control the sea, 
transport and supply forces and fight 
with ships and planes to get them 
ashore. 

The second aspect of the bomb as 
a weapon, namely its possible use in 
substituting actual or threatened phy- 
sical destruction of a nation for the 
traditional form of subjugation, is a 
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Question of Controlling Future Use 
Depends on Course Russia May Take 


‘question so new and so involved with 
unknown and unforeseeable factors as 
to be highly speculative. The basic idea 
is that, by threatened or actual sabotage 
or surprise attack on a catastrophic 
scale, it may be possible for a bomb- 
equipped nation completely to dominate 
other nations. 

Sabotage on such a scale may be 
possible in theory, but there is doubt 
as to its practicability. Aside from all 
technical difficulties, the plotting nation 
would have to pick its victim in ad- 
vance, and then gamble irrevocably 
with a stake comparable to the cost of 
a battle fleet. This concept of victory 
over a world power is not convincing. 

A full-scale surprise attack, actual or 
threatened, is also a possibility. On the 
other hand, such an attack cannot be 
taken for granted as a normal develop- 
ment of the atomic age. As between 
two great powers, each possessing 
bombs and static defense against them, 
a surprise attack would not prevent 
an atomic counterattack. The result 
might well be mutual destruction on 
such a colossal scale that to contemplate 
tt would rule out this concept as a 
substitute for war in the mind of the 
would-be aggressor. Furthermore, to 
threaten such an attack against a nation 
armed with bombs would be to invite 
the first attack. This concept of victory 
over a world power is likewise uncon- 
vincing. 


Political Aspects of Bomb 


In its impact on the world pattern 
of power and politics, it may be said 
that the bomb. 

Adds a new and ominous element of 
uncertainty in an already highly com- 
plicated and threatening world situa- 
tion. 

Further increases the disparity be- 
tween the great powers and the lesser 
powers. 

Increases the tendency toward de- 
veloping two conflicting worlds. 

Critically weakens the defensive 
power of Great Britain, and thus lowers 
the combined power of the democratic 
States. 

Brings into question all previous 
standards of national security. 





Presents the United Nations with a 
new and continuing problem, probably 
beyond its capacity to solve. 

Has a world-wide impact on the in- 
dustrial and economic life of nations, 
due to technical requirements of pas- 
sive defense—decentralization, under- 
ground installations and the increased 
cost of military establishments. 

Gives new and powerful weapons to 
the would-be aggressor in the form of 
threat of catastrophic sabotage or sur- 
prise attack. 

Adds new value to areas where the 
basic atomic materials are found. 

Tends to enhance the value of dis- 
tant bases, and stimulate competition 
therefore. 

More specifically, it is important to 
note that the great cost and enormous 
industrial effort involved in the manu- 
facture of the bomb will limit its pos- 
session to the great industrial nations. 
This means that for about five years 
the bomb will be limited to the U.S. 
and its associates. Thereafter, it will be 
available to these powers on the one 
hand, and increasingly to Russia and her 
satellite states on the other. The prob- 
lem of the bomb, like other world prob- 
lems, resolves itself primarily into the 
question of the relationship between 
Anglo-American powers and Russia. 

In this relationship, only two factors 
concerning the bomb appear to favor 
the Anglo-American powers, and these 
probably will diminish. The first is the 
present and continuing effect of their 
lead in the manufacture and use of the 
bomb, and the knowledge which goes 
with it. The second is their prospective 
greater technical ability, facilities and 
resources, which if not neglected should 
enable them to maintain an advantage 
in the atomic field for many years to 
come. 

In varying degree, all other factors 
concerning the bomb would seem to 
favor Russia in relation to the Anglo- 
American powers. Among these are: 

The disturbing influence of the bomb 
on the structure of world relationships, 
producing the atmosphere of uncer- 
tainty in which Soviet thought and pol- 
icy thrives. 

The greater ability of the Soviet Gov- 
ernment to take prompt and radical ac- 


tion in furtherance of its bomb policy, 
including design and location of her 


‘essential industries. 


The possibility that totalitarian Rus- 
sia would undertake threatened or ac- 
tual sabotage or surprise attack on a 
catastrophic scale, something impossible 
for the democratic powers. 

Russias greater ability to maintain 
secrecy concerning her production and 
stock of bombs. 

Probable ability of the Russian peo- 
ple and governmental system better to 
withstand threatened or actual attack 
on atomic-bomb scale. 

The inapproachability of Russia, 
compared with the United States, for 
seaborne bomb attack. 


Conclusions 


On the basis of the above brief an- 
alysis, it would seem that: 

_l. If the threat of the bomb is to be 
controlled, the bomb must be eliminated. 

2..Control by elimination is techni- 
cally possible, but only in case Russia 
fully co-operates. 

3. Due to Russia’s probable unwill- 
ingness to co-operate, the chances of 
achieving control of the bomb in the 
foreseeable future are small. For the 
existence of the bomb will have unpre- 
dictable but far-reaching effects on the 
technique of warfare. It will increase 
the totality, complexity and cost of war, 
but will not destroy the basic roles of 
the ground, naval and air forces. 

5. The bomb offers a possible sub- 
stitute for the traditional concept of war 
in the form of catastrophic destruction, 
actual or threatened, without declara- 
tion of war. It is impossible to foresee 
how this new concept will develop in 
the future, but its efficacy is open to 
serious question. 

6. The bomb increases the superi- 
ority of the dominant powers over other 
nations. 

7. For the foreseeable future, the 
problem of the bomb, because of its 
cost in money, resources and knowl- 
edge, will be limited to the Soviet 
World on the one hand and the Anglo- 
American nations on the other, and will 
tend more and more to divide them into 
two conflicting worlds. 

8. Except for the head start of the 
United States and its advantage in 
greater technical ability, facilities and 
resources, all other factors concerning 
the atomic bomb tend to strengthen the 
position of Russia in relation to the 
Anglo-American powers. 
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ORE THAN HALF the world’s proved oil reserves are 
M in the Western Hemisphere, but oil experts predict 
that, as new test wells are drilled, the center of gravity 
of world oil will shift to the Middle and Far East. 

Of the proved reserves in the Americas, the 39 per 
cent in the United States is American owned; the 11 
per cent in Venezuela is British and American owned; 
the more than 1 per cent in Mexico is Mexican owned, 
and the 1 per cent in Colombia is American owned. 
The proved oil reserves in Iran, Iraq, Egypt, Saudi 
Arabia, Bahrein Island and elsewhere in the Middle East 
are largely British, Dutch, French and American owned. 
Extensive oil exploration to be carried on under 
ce ae Stalin’s Five-Year Plan is expected to increase Russia’s 
onan ti. proved oil reserves in Siberia and other areas where there 

: 9 ci, a are now indicated production and reserves. 

! fee Se ae Russian scientists claim the U.S.S.R. contains 59 
per cent of the world’s potential reserves. Oil develop- 
ment in Asiatic Russia, however, lags far behind that in 
the Western Hemisphere, and vast areas are unproved 
by American standards. 
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QUICK RISE OF UNIONS 
IN OCCUPIED LANDS 


Workers in Germany, Italy and Japan 
are organizing rapidly. Real progress 
is dependent on economic stability 


Workers in former Axis coun- 
tries now are intent on organizing labor 
unions. Every day, more members are 
joining up. Already there are more 
than 10 million organized workers in 
Japan, Germany and Italy. 

But union labor’s gains as a re- 
sult of organization are still far less 
than its numerical strength alone sug- 
gests. Many obstacles prevent normal 
union activity. 

Unions find themselves at a disad- 
vantage in bargaining because of wide- 
spread unemployment, resulting chiefly 
from industrial collapse and military de- 
mobilization. Although wages are going 
up, they lag so far behind soaring prices 
that they fail to attract those workers who 
still hold wartime savings. Workers 
would rather look for food and rebuild 
their homes than add to their almost 
worthless money. The result is an acute 
labor shortage in the midst of unemploy- 
ment. 
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JAPAN ... 
Union membership has quadrupled 


In Germany and Japan, particularly, 
democratic methods are strange to work- 
ers, and experienced labor leaders are 
not available. Political differences tend 
to split labor movements just as they are 
getting started. Communists compete 
with Socialists for control of unions. Mil- 
itary governments have not yet given 
unions complete freedom. Occupation 
authorities fear that, without supervision, 
unions might turn again to fascism. 

So, for many reasons, labor in occupied 
countries has been slow to use its new 
rights. 

In Japan, union membership is more 
than four times greater than before the 
war. Unions now claim as members more 
than 1% million of Japan’s 22 million 
workers. Nearly 4,000 unions have been 
formed, and organization is still on the 
increase. 

Strikes have raised wages to five times 
the prewar average. But living costs have 
increased as much as 50 times, leaving 
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... AND IN ITALY 
There may be nothing to bargain for 


workers with empty gains at best. At 
least three million workers are unem- 
ployed. As a result, strikers are using new 
tactics in Japan. Hoping to increase the 
production of needed goods, workers 
seize industries and take over the job of 
running them. Striking streetcar opera- 
tors give passengers free rides rather 
than tie up transportation. 

The real emphasis, so far, is on organ- 
izing individual unions. But some at- 
tempts are being made to confederate 
Japan’s growing unions. The Japanese 
Federation of Labor has had the greatest 
success. It favors nationalized industry 
and supports the Social Democratic 
Party, which won second place in recent 
elections, with 93 out of 466 seats in the 
Japanese legislature. Communists, busy 
forming their own unions, won only five 
seats. 

Basically conservative, the Japanese, 
nevertheless, are enthusiastic joiners. The 
question, therefore, is whether the drive 
that has made labor’s organizing phase 
so successful will last. Many new unions 
are loosely organized. Some are formed 
and run by employers. Thousands of 
Japanese workers have no idea what 
their unions are for. Education and lead- 
ers are needed to give the movement a 
solid foundation. 

The next step for Japan is the passage 
of labor laws to establish working stand- 
ards. The few social benefits enjoyed by 
Japanese labor before the war already 
are restored and widened. The prewar 
average wage of $1 for a 10% hour day 
has been replaced by higher wages and 
shorter hours. Japan thus is to lose the 
cheap labor that enabled her to produce 
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IN GERMANY: HELP WANTED 
The shortage is acute 


at low cost and to undersell Western 
countries in world markets. 

In Germany, the picture is different. 
Union activity there is tightly controlled 
by military authorities. One basic labor 
policy is carried out in different ways in 
the four occupation zones. Unions are 
still in the organizing phase in all zones. 

Controls tend to cramp labor’s style. 
Unions can perform token functions only. 
They are not allowed to deal with wages, 
hours or union contracts. Workers can 
talk, meet, organize on a limited scale 
and deliberate over protective measures. 
They can recommend ways to improve 
working conditions and to increase pro- 
duction. 

The few factories in operation, how- 
ever, have no means of carrying out im- 
provements. So the immediate prospect 
for social gains is slim. Production can- 
not be increased without materials to 
produce and coal to run on. Germany’s 
coal output still is a trickle by prewar 
standards. Miners refuse to work with- 
out sufficient food and safe conditions. 

Worker enthusiasm for labor organi- 
zation runs high. But a handful of older 
men run the new unions. Twelve years of 
Hitler meant 12 years when no organizers 
were trained. For the present, leaders 
whose ages range between 70 and 80 
years are able to handle the organizing 
job. When revived industry gets into full 
production again, 100,000 vigorous labor 
leaders will be needed to run the unions 
of six or seven million German workers. 

Slow progress has been made under 
U.S., British and French authorities in 
industrial Western Germany. In the three 
States comprising the U.S. area, organ- 
ization has been limited to a State-wide 
basis. Permission for zone-wide federa- 
tion is expected. Under the Nazi Labor 
Front, all 30 million German workers 
were organized in one body. Now, union 
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members in the U.S. zone number less 
than half a million. With present restric- 
tions, workers lack initiative. 

In the Russian zone, in more agricul- 
tural Eastern Germany, the Free German 
Trade Union Federation claims 2% mil- 
lion members. It is the only union allowed 
and has been organized from, top to bot- 
tom by Russian-trained Communist lead- 
ers. Labor leaders manage many of the 
plants and want to expand their activi- 
ties to other zones. Communism has as- 
serted itself in shop elections throughout 
Germany. 

If an effective free labor movement is 
to grow in Germany, occupation zones 
will have to be broken down and eco- 
nomic unity restored. 

In Italy, union progress has been 
greater than in Japan and Germany. A 
free and united labor movement of six 
million workers has been established for 
the first time. 








SKILL AVAILABLE 
Four zones—four policies 


A head start of two years was gained 
by Italian labor when the Allies accepted 
Italy as a wartime partner in the fight 
against Germany. Labor organization be- 
gan early, with full approval and help 
from the U. S. and Britain. Many ex- 
perienced labor leaders survived the 
lax controls of Italian fascism and were 
on hand to help revive the movement. 
Unions grew rapidly as Allied armies 
moved up the Italian boot. When Rome 
was liberated, labor leaders were flown 
from London to help confederate Italian 
organizations. 

The Italian General Confederation of 
Labor has been restored with unified con- 
trol over all Italian unions except the tra- 
ditionally independent railway union. 
Three political factions that could never 
get together in pre-Fascist days now run 
the Confederation jointly. Communist 
and Socialist unions outnumber Catholic 


unions, but the three factions agree on 
basic labor aims. The unity of Italian 
labor began in the days of underground 
resistance. So far, relations have con- 
tinued smooth. But no general elections 
have been held as yet to test the relative 
strength of the three groups. 

International recognition has been the 
reward for success of the movement. The 
Italian Confederation is a charter mem- 
ber of the new World Federation of 
Trade Unions. Italy has regained mem- 
bership in the International Labor Or- 
ganization. 

In the long run, a workers 
alone will not be able to solve Italy's 
basic economic problem. There may be 
nothing for labor unions to bargain for, 
as Italy will have to import materials for 
industry to process before employment 
can be created for her labor force. 

In all former enemy countries, Allied 
policy encourages union activity. Labor's 
rights are recognized to be as basic as 
freedom of speech. Moreover, it is large- 
ly to organized labor that the victors 
look for help in rooting out fascism and 
impianting democratic processes. 

But, first, the vital needs of workers 
for food, clothing and shelter must be 
met. For the present, labor unions are 
preoccupied with the campaigns to stamp 
out black markets and hasten the pro- 
duction of needed goods. 

Consequently, the normal results of 
union development have been slow to 
come. Organization is not yet complete. 
What free labor wants in the end is a 
larger share in the Government and of 
the goods produced in each country. But 
agitation for more democracy and a 
higher standard of living must await basic 
political and economic decisions by the 
Allies on the future of Japan, Germany 
and Italy. These decisions will determine 
the future of organized labor. 
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FOOD WANTED 
Controls cramp the style 
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SWEDEN, ARGENTINA, 
CANADA—NEW LENDERS 


3 governments have authorized 
loans to other governments totaling 
more than three billion dollars 


Out of the war and present 
world reconstruction three nations 
now are emerging as money lenders 
who have not occupied that role on a 
major scale before. 

The Canadian, Swedish and 
Argentine governments have granted 
or authorized credits to other nations 
totaling more than 3 billion dollars. 

Besides these direct loans, indirect gov- 
ernmental credits bring the total to over 
4 billion. 

Canada, until the war, had been a 
debtor nation, dependent upon outside 
capital, principally British, for economic 
development. Now, her financial position 
with respect to Britain and the world is 
reversed. Not only have most British- 
owned Canadian securities been pur- 
chased back and Canada’s debtor position 
liquidated: today, on the credit side of 
the ledger, stand Government loans and 
authorizations totaling 2% billion dollars. 
This total breaks down as follows: 

The War Loan, originally 700 million 
dollars, now stands at about 500 million 
dollars as a result of redemption and 
repurchase of securities. This loan was 
made to Britain in 1942 and is being car- 
ried, interest free, until Jan. 1, 1951, be- 
fore which date interest and repayment 
terms will be determined. 

. The British Trade Loan, negotiated 
by J. L. Ilsley, the Canadian Minister of 
Finance, sets up a credit of $1,250,000,- 
000 for the use of Britain in making pur- 
chases in Canada and in meeting deficits 
arising from trade with other countries. 
The loan is intended to help restore Brit- 
ish economy and revive international 
trade. Interest free until 1951, it then 
will draw 2 per cent on the unpaid 
balance and will be repayable in 50 an- 
nual installments. Provision is made for 
accelerated repayment and for waiving 
interest charges during years when Brit- 
ain is short of international exchange. 

Other loans in Canadian dollars in- 

clude credits to Belgium, 100 million; 
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China, 60 million; Czechoslovakia, 19 
million; France, 242% million; Nether- 
lands, 125 million; Netherlands Indies, 65 
million; Norway, 30 million; Russia, 3 
million. The use of additional funds up to 
750 million dollars has been authorized. 

Sweden, through private investment 
abroad, has long been a creditor nation. 
For the first time, however, the Govern- 
ment now is lending on a big scale as the 
result of war-born problems. 

The loans that grew out of these 
problems include those granted to the 
legations in Sweden of certain Nazi- 
occupied countries. These were used to 
finance the legations normal expendi- 
tures and to aid refugees. Interest rates 
on the bulk of these loans were fixed at 
1 per cent. In two instances, loans were 
granted interest free. 

Other credits, intended to enable cer- 
tain countries to purchase in Sweden 
items that appeared most needed at the 
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FINANCE MINISTER ILSLEY 
The debtor turned into a creditor 





end of the war, were placed at the dis- 
posal of the various governments without 
any question of delivery of goods to 
Sweden. Repayment of these loans has 
been left open in the most important 
cases. Interest is 3% per cent. 

Commercial credits are used to bridget 
temporary gaps between exports and im- 
ports, to finance two-way trade arrange- 
ments in which long-term balances are 
expected, and to purchase as much of 
the borrowing country’s currency as nec-: 
essary to maintain trade. 

The countries receiving loans and the 
volumes in U.S. dollars were: Norway, 
130 million; Finland, 119 millions; Brit- 
ain, 75 million; Denmark, 55 million; 
France, 25 million; Netherlands, Belgium 
and Poland, 24 million each; Czechoslo- 
vakia, 5,700,000; Italy and Ethiopia, 
1,200,000 each. 

Argentina, like Canada, long had been 
dependent upon outside sources, chiefly 
British, for capital for her development. 
The situation now is reversed. Argentine- 
blocked sterling balances, accumulated 
in London during the war, are valued at 
between 440 and 600 million dollars. 
Government credit balances are being 
used, as far as possible, to repatriate Ar- 
gentine investments owned abroad. 

To France, Argentina is lending about 
37% million dollars to be used to purchase 
Argentine products until French exports 
equal imports. Argentina also is investing 
heavily in the economic development of 
her neighbors. To Bolivia, she is lending 
10 million dollars for railway construc- 
tion and $5,750,000 for petroleum devel- 
opment. Finally, the Bank of Argentina 
has been authorized to lend the Bank of 
Paraguay 2% million dollars for economic 
development. 

New problems, difficulties and obli- 
gations confront Canada, Sweden and 
Argentina, They are faced with difficult 
commercial policy decisions. There are 
only two ways in which credits can be 
repaid. Either gold or other _inter- 
nationally accepted currencies must be 
paid over, or goods must be exported 
from the borrowing country to the 
creditor nation. 

The surplus of imports over exports, 
which tends to arise as soon as a lending 
nation begins to receive repayment of its 
credits, may cause internal economic dis- 
turbances. This, in turn, easily may result 
in the rise of protectionist tendencies. A 
lending nation must be prepared, if inter- 
national economic disturbances are not to 
follow, either to keep the credit out- 
standing, to invest its claims in real as- 
sets abroad, or to accept deliveries of 
goods that will permit the settlement of 
the claims on a foreign exchange basis. 
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Although the European business picture is not good, there are 
some bright spots. 

Automotive production is moving upward in Germany, Czechoslo- 
vakia, France and Britain, and each country is exporting. 

Steel production in liberated areas, such as Hungary, France and 
Belgium, grows slowly. Coal scarcity hampers steel's rise. 

Industrial output in Holland and Belgium is at least two thirds 
of prewar. Switzerland is enjoying a trade boom. 

Wheels are turning faster in some European factories, despite 
shortages of raw materials and transport. The trend is heartening. 











British exports are another bright spot in the European scene. 
They have moved up 7 to 8 per cent a month this year. 

Prewar levels of exports are being approached. 

Balance of trade still runs heavily against Britain. April 
imports exceeded exports by 114 million dollars. 

Narrowing this gap is Britain's chief job at the moment. It may 
take till mid-1947 to balance her foreign trade. That goal will be 
reached only if world trade bounces upward. 








Overall, European business is in low gear. There are many soft 
spots. Norway, for instance, lags behind neighbors. 

Norwegian production is only about 40 per cent of prewar. 

Coal is short. Also hydroelectric power. Both affect iron ore 
and aluminum output. Cellulose plants are short of timber. 

Norway needs more rolling stock, trucks, machinery, fishing 
boats, whalers. Also textiles, hardware, food for her people. 

Yet Norway is better off than most liberated countries. 





Real recovery in Europe depends on Germany's fate... 

Unified Germany seems out of the question now. 

Four-part Germany breaks up too much of her industrial poten- 
tial, hampers flow of goods to and from surrounding regions. 

Three-zone combination is now favored by the British to put 
Germany on a paying basis and help Western Europe. 

Industries in Western Germany would be controlled internation- 
ally. Barriers between the three Western zones would be abolished. 
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(Continued) 


U.S. support for this plan is likely. France, fearful of a still 
powerful neighbor, probably will balk. Strong uptrend in European 
trade depends on giving Germany a little industrial leeway. 


Near vacuum left by low level of German Exports is attracting bus- 
iness attention. Germany's former export markets are ripe for plucking. 

U.S. eyes the chemical and pharmaceutical fields. 

Britain and U.S. will compete for machine-tool outlets. 

These and half a dozen other countries covet Germany's lucrative 
markets for heavy machinery. 

Germany's markets were largely in surrounding countries, South 
Africa and Latin America. U.S. is actively taking over German mar- 
kets for aspirin, other drugs, basic chemicals and dyes. But machin- 
ery markets are wide open to the first producers who can deliver. 








Prices of international commodities are heading higher... 
Spread between free and controlled prices grows. For example, 
"free" copper is now 2 cents a pound above the U.S. ceiling. 
Trend is seen also in lead, hides, coffee, cocoa, linseed. 
Producers are reluctant to sell at controlled prices, are find- 
ing plenty of takers at higher prices. 
Britain is worried, may propose combined buying at a fixed price 
by larger consumers. Aim would be to minimize free markets. U.S., 
officially, would find this out of line with her general policies. 
More likely are OPA retreats, higher ceilings for commodities. 

















In finished goods such as textiles, however, world competition 
may weaken prices, as low-paid labor mans the spindles and looms. 

Textile recovery abroad is being purposely tied up to American 
cotton. Repeat orders may result. Already almost a million bales are 
earmarked for shipment overseas. 

Japan will get big shipments, will export cotton cloth to 
relieve the world-wide textile shortage. 

American zone in Germany has received 150,000 bales, will get 
165,000 more. Sixty per cent of resulting textiles will be exported. 

U.S. cotton will also go to Czechoslovakia, Italy, Austria, 
Finland, Poland, China. Other deals are in the making. 

These low-cost producers will provide stiff competition for one 
another after they catch up with local demand. 











Credit risks in international trade now are greater than ever. 

omall firms in the U.S. flinch from risks, are losing export 
business as a result. Yet they often could promise earlier deliveries 
than their bigger competitors who have huge backlogs of orders. 

Bill in U.S. Congress would provide a Government guarantee for 
export credit--a kind of export insurance. 

sixteen other countries already have such insurance. 

Battle looms since big U.S. exporters oppose credit insurance, 
fear subsidization of the little fellow. 
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BITTER FIGHT AHEAD 
FOR LATIN AIRWAYS 


European and South American lines 
will provide stiff competition, but 
U. S. operators still have advantages 


World air lines are launching 
an all-out race for business on routes 
to Argentina, terminus of Latin Amer- 
ica’s richest air traffic. 

Travel restrictions are off. 
Equipment is becoming available. 
Pent-up demands of tourists to travel 
are being unleashed. Businessmen, 
moreover, are looking increasingly to 
Latin America as both a buying and 
selling market; they want to travel by 
air line and ship precious or perishable 
goods by plane. 

Competition for air routes to Argentina 
is to be an international race, with U. S., 
European and South American companies 
scrambling for the business. 

Profits usually are good, and capital 
needed is small in relation to the volume 
of revenue obtained. 

National prestige is an important fac- 
tor, particularly among European nations. 
Some countries consider the air line 
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PAN AMERICAN’S TRIPPE 
Competition was authorized 


not primarily an instrument for profit, 
but as a medium for promoting national 
prestige, economic infiltration, even im- 
perialist penetration. 

Two U. S. air lines, Pan American Air- 
ways and Panagra, enjoyed an almost 
clear field during the war. Air France, 
a pioneer in Latin-American service, was 
out of the picture. So were the once 
influential Axis lines. 

Pan American and Panagra neatly 
bracketed the Southern Continent, Pan 
American running down the East Coast, 
Panagra down the West Coast. The ar- 
rangement gave Pan American a near 
monopoly on inter-American routes, since 
that Company owns half of Panagra. W. 
R. Grace & Co, steamship line owns the 
other half. 

Now the U. S. Civil Aeronautics Board 
has authorized Braniff Airways to operate 
a line to Argentina along a route similar 
to Panagra’s. This is the final death blow 
to Pan American president Juan Trippe’s 
campaign to make his line the chosen 
instrument of the U.S. in Latin America. 

TACA Airways is hopeful of getting 
into Argentina. Through its affiliate, Aero- 
vias Brazil, TACA already operates as 
far south as Sao Paulo, Brazil. It has 
formed a company in Buenos Aires called 
Aerovias Argentina, but the new firm has 
no planes or franchises. TACA’s owner- 
ship is international, but its president, 
Brig. Gen. Julius C. Holmes, is Ameri- 
can and the U.S. Trans World Airlines 
owns a large share of the stock. 

European air lines intend to give the 
U. S. stiff competition. 

British South American Airways be- 
gan commercial service from London to 
Buenos Aires last March. For the present, 
BSAA operates a_ twice-weekly service 
using Lancastrians, converted Lancaster 
bombers. They are said to be expensive 
to operate, and each plane carries only 9 
to 14 passengers. The Lancastrians make 
the 6,000-mile trip in two days. 

The British are using the converted 


bombers only as a makeshift, to keep their 
hand in while waiting for the new 68- 
passenger Avro Tudors to become avail- 
able. 

BSAA is also making survey flights to 
Santiago, Chile, and Lima, Peru. There 
are indications it will try to extend its 
lines into other countries. 

BSAA is Britain's “chosen instrument” 
in South America and is solidly backed 
by the British Government. It is operated 
privately by five shipping companies, but 
eventually may come under Government 
ownership. 

Air France, despite numerous delays 
and bad publicity surrounding early test 
flights, expects to resume regular service 
this summer, following the route it estab- 
lished in 1928: Paris-Casablanca-Dakar- 
Recife-Rio de Janeiro-Montevideo-Buenos 
Aires. 

The French apparently have aban- 
doned their original plan to use six-en- 
gined Latecoere flying boats. One cracked 
up on a test flight last November and 
general performance has not come up 
to modern standards. Air France will use 
instead Douglas DC-4’s and later Lock- 
heed Constellations. 

The service will open weekly flights 
and will step up to a_twice-a-week 
schedule after a few months. The trip 
from Paris to Buenos Aires is to take 
two days. The same flight is scheduled 
to continue to Sanitago, Chile, the day 
after reaching Buenos Aires. Former 


bomber pilots of the Free French Air 
Force are being trained for this service. 

The Dutch are maneuvering for an 
in Argentina. 


airline foothold Royal 
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TACA’S HOLMES 
A flying wedge was formed 
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A BRITISH SUNDERLAND 
Its use is still a mystery to outsiders 


Dutch -airlines (KLM) recently sent a 
representative to Buenos Aires. Company 
spokesmen privately admit the possibility 
that KLM soon will operate services 
between the Netherlands and Argentina. 

KLM would be an experienced com- 
petitor. It has been operating since 1919, 
and has flown routes in northern Latin 
America almost continuously since 1936. 
KLM already straddles the West Indies, 
Curacao, Venezuela and Colombia, with 
5,652 route miles. 

The Swedes are keeping a hopeful eye 
on South America. They are hampered by 
lack of equipment. But the Swedish 
Intercontinental Airline (SILA) is said to 
have Argentine and Brazilian permission 
to operate between Stockholm and 
Buenos Aires, via Paris, Lisbon, Dakar, 
Recife and Rio de Janeiro. 

As an opening wedge, SILA recently 
began twice-monthly test flights between 
Stockholm and Rio de Janeiro, using 
converted U. S. bombers. Fuel consump- 
tion and small pay load of the bombers 
would make long-term operation costly, 
however. The Swedes are not expected 
to enter the race for Argentine routes 
until more suitable four-engined equip- 
ment becomes available from the U. S. 

Argentina is making a strong bid for 
South American air leadership with a 
state-controlled Merchant Fleet of the 
Air (FAMA). 

FAMA is still in the process of organi- 
zation, but after Col. Juan D. Peron 
assumes the Presidency on June 4, it is 
expected to progress rapidly as Argen- 
tina’s chosen instrument on international 
routes. Flights are being planned to other 
American countries and to Europe. 

The Argentine Government ordered 
the establishment of FAMA last January, 
asserting that national policy required 
complete control of civil aviation. The 
Company has an initial capital of 38 
million dollars, one third Government and 
two thirds private. Control, however, is 
completely the Government’s. Present 
plans call for increasing the capitaliza- 
tion to around 50 million dollars by the 
end of next year. 


32 © WORLD REPORT 


The Argentine Air Force will be an 
important factor in the new organization. 
Backbone of FAMA is the military-oper- 
ated Argentine State Airlines (LADE). 
Air Force pilots may fly FAMA’s planes. 
The Argentine press has criticized the 
new organization on the grounds that 
neighboring countries may suspect it of 
aggressive military intentions. 

Key figure in the FAMA picture now 
is Alberto Dodero (pronounced do-day- 
ro), industrial and shipping magnate. He 
has bought large amounts of air-line 
equipment in recent months with the an- 
nounced intention of organizing his own 
international services. Dodero has ob- 
tained five Short Sunderland flying boats 
from Britain, five C-54A transports and 
ten C-47’s from the U.S., and several 
smaller planes from Canada. 

Just what Dodero plans to do with all 
this equipment is a mystery to outsiders. 
For a time, he opposed FAMA and con- 
sidered removing his headquarters from 
Buenos Aires to Uruguay. These difficul- 
ties apparently have been ironed out, 
however, and FAMA is planning experi- 
mental Buenos Aires-London flights with 
Dodero’s flying boats. 

FAMA seems to be in no hurry to begin 
service to the U.S. It has not yet asked 
the U.S. Government for landing rights. 

At home, FAMA has completed plans 


for three lines to operate in certain tixed 
zones, under its control: These would be 
partly Government financed. 

Brazil and Chile also will have a share 
in Argentine traffic. 

The Brazilian Cruzeiro do Sul line al- 
ready is well established on the Rio- 
Buenos Aires route and soon will extend 
its service to Santiago, Chile. 

The Chilean National Airline has 
an agreement with FAMA for reciprocal 
landing rights, routes, identical rates and 
exchange of weather information. 

There has been talk of a bloc of 
nations in Southern South America to 
protect their lines from foreign com- 
petition. Advisers close to Peron are 
said to favor such a bloc, but the idea 
has not been warmly received outside 
Argentina. 

Competition among the various lines 
will be keen but possibly not deadly. 
The element of reciprocity and fear of 
reprisals put a brake on gouging and 
rough treatment. Thus, for instance, the 
British are not expected to treat U.S. 
lines too harshly in South America, since 
they might endanger their landing rights 
in the U. S., and vice-versa. 

Hottest rivalry is expected among the 
U. S. lines. Pan American and Braniff 
already have quarreled bitterly over the 
use of airport facilities in Mexico. 

A rate war is not likely to develop if 
the trend toward international agreement 
on fares continues. Quality of service will 
be the biggest competitive factor. 

Favoring U. S. lines are two important 
factors. Sixty-five per cent of all inter- 
national air traffic originates in the U. S. 
Nearly all European and South American 
lines will use U.S. planes; their capital 
investment and operating costs, except 
possibly pay rolls, will be no lower than 
those of U.S. lines. 

The competition promises to reach full- 
scale proportions next year. Present indi- 
cations are that Buenos Aires, then, will 
have more and better air-line service than 
any other Spanish-American city. Wheth- 
er there will be enough business to sup- 
port all the proposed operations is a 
question which experience will answer. 
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FAMA hasn’t yet asked the U. S. for landing rights 
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Personalities 
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HE REPUTATION James F. Byrnes built 

in domestic politics—that of master 
pol'tician and persistent negotiator—now 
is getting its most severe test abroad in 
world politics. As Secretary of State, he 
is applying to international affairs the 
formula he has used with success through 
most of his 67 years. 

However flexible Byrnes’s outward 
methods may be, he is known by his 
friends and opponents alike as a man who 
doesn’t give up easily, and one who only 
rarely despairs of success. 

Today, just as it was when he became 
Secretary of State nearly a year ago, the 
No. 1 problem for Byrnes is how to get 
along with Russia. In between, he has 
tried several different approaches. None 
of them has been entirely satisfactory. 
Yet Byrnes now has a policy which he 
calls “patience and firmness” and _ for 
which he is able to command widespread 
support, Republican as well as Demo- 
cratic, from the watchful and powerful 
U.S. Senate. 

Every time Byrnes negotiates with Rus- 
sia, he must keep in mind the question: 
Will this win the support of 64 members 
of the Senate? That is the two thirds 
necessary for treaty ratification. As a 
Congressman in 1919, Byrnes saw a 
hostile Senate reject Woodrow Wil- 
son's pleas for the Versailles Treaty. 
He is determined that experience will 
not be repeated. 

That is why Byrnes last month refused 
to trade Trieste in return for Soviet offers 
to yield claims to Tripoli, the Dodecanese 
and 200 million dollars in Italian repara- 
tions. 

Byrnes new line of firmness abroad 
began after his return to Washington 
from last December's Moscow Confer- 
ence, where he went over the head of 
Foreign Minister Vyacheslav Molotov to 
make a direct deal with Stalin. He gave 
Russia a voice in Japan for a pledge of 
co-operation in control of atomic energy, 
concessions in the Balkans and a promise 
to evacuate Manchuria. 

This bargain boomeranged. There 
were congressional charges of “appease- 
ment!” Rumors circulated that President 
Truman had not been consulted and 
would demand Byrnes’s resignation. Since 
then, Byrnes has been chary of granting 
concessions that might precipitate similar 
attacks. But he always has defended the 
Moscow Agreement. 

The incident demonstrated something 
known to many Republican leaders dur- 
ing Byrness decade in the Senate: 
Brynes's reputation as a compromiser is 
only partly borne out by the facts. 
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BYRNES: His horizon has expanded 
SMUTS: Old architect of new Empire 


Though he is a master at reconciling 
differences around a table, he makes com- 
promises only to achieve his basic objec- 
tives. The late Senate Minority Leader 
Charles McNary found Byrnes so _ per- 
suasive, he once quipped: 

“When I see Jimmy Byrnes coming 
toward me, I put one hand on my watch 
and one on my wallet and wish to good- 
ness I knew how to protect my con- 
science.” 

Byrnes was a relative novice to world 
politics when he became State Depart- 
ment chief last July. But he has an alert 
mind, works intensely, and quickly grasps 
not only fundamentals but great masses 
of detail. He has been compared to a 








SECRETARY BYRNES ANSWERS SOME QUESTIONS 


Byrnes for Vice President when word 
came from Roosevelt urging the selection 
of Truman to heal the breach between 
supporters of Byrnes and Henry Wallace. 
When Truman became President, he 
called Byrnes out of political retirement 
to head the State Department. 

In international affairs, Byrnes always 
has favored world co-operation. He voted 
for the World Court and for Cordell 
Hull’s Reciprocal Trade Agreement’s Act. 
After war a eut in Europe, he sup- 


ported all Administration measures for 
defense and aid to the Allies. 

No plantation aristocrat, Byrnes has 
been called a “transition figure” between 
the Old South and the New. He was 


Pw ail 


—Harris & Ewin 


The biggest query is posed by 64 American Senators 


quick-minded college student “who can 
cram two nights before the hardest exam 
and pass with honors.” 

Political background. No living Amer- 
ican can equal Byrnes’s broad experience 
in all three branches of the U.S. Gov- 
ernment. He was a member of the House 
of Representatives for 14 years, a U.S. 
Senator for 10, an Associate Justice of 
the Supreme Court for 15 months. Dur- 
ing the war, he co-ordinated Washing- 
ton’s multiple war agencies as War 
Mobilization Director and was Franklin 
Roosevelt’s “Assistant President.” 

Byrnes now is senior Cabinet officer 
and heir apparent to the Presidency in 
the absence of a Vice President. He 
missed the Presidency itself only by a 
a turn of politics. At the 1944 Democratic 
Convention in Chicago, Harry Truman 
had in his pocket a speech nominating 


born in Charleston, S. C. His father died 
before his birth, and he went to work 
at 14 as an office boy in a law firm to 
help his seamstress mother eke out a 
slender living. 

At night, young Jimmy studied short- 
hand from a book his mother bought for 
35 cents. When he was 21, an Aiken, 
S. C., court stenographer was killed and 
Jimmy got the job. He read law at night 
and passed the bar examination, but he 
did not enter legal practice immediately. 
Borrowing $4,500 from a bank instead, 
he bought and edited a small Aiken news- 
paper for four years. 

The year 1908 was the turning point 
in Byrnes’s life. On May 2, his 29th birth- 
day, he married Maude Busch, the attrac- 
tive daughter of his hotel manager. 

A few months later, Byrnes was elected 
to the office of District Solicitor ( District 
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Attorney). Two cars later, he was 
elected to the House of Representatives. 

Byrnes’s humble beginnings have left 
him with simple tastes. Wealth never en- 
ticed him, nor did Washington’s “social 
lobby.” Byrnes prefers to spend his eve- 
nings at his Shoreham Hotel apartment 
with his wife and his wire-haired terrier 
“Whiskers.” He likes to listen to the radio. 
Occasionally, the couple entertains inti- 
mate friends at dinner. Frequently, he 
brings home for study a briefcase full of 
shorthand notes he has taken down dur- 
ing the day. 

The sharp-eyed, five-foot-seven Cab- 
inet officer is full of nervous energy. He 
moves about quickly always and walks at 
a half trot. When he talks, his body seems 
relaxed, his voice soft with a faint drawl. 
But his right hand gestures expressively. 
He usually lunches at his desk. His sec- 
retary places all his phone calls. He dis- 
likes the dial system and never has learned 
how to use it. 

In intimate social groups, Byrnes’s wit 
and his colorful stories of his native south 
make him delightful company. He makes 
friends easily and keeps them. 

An elected official during most of his 
mature life, Byrnes is acutely conscious 
of public opinion. He believes world opin- 
ion forced the Russians to withdraw from 
Iran. Now, as he prepares to return to 
Paris for another try at Big Four peace- 
making, he is hopeful that the Russians 
will bow again to world opinion. 





Britain Calls Old Boer 
‘Jolly Good Fellow’ 


NE OF THE CHIEF ARCHITECTS of the 
new British Empire that now is 
emerging is a wiry soldier-statesman who 
has not a drop of British blood in his 
veins. He is South Africa’s white-goateed 
Prime Minister, Jan Christiaan Smuts. 

Just turned 76, Smuts already has run 
through enough careers to satisfy half- 
a-dozen ordinary men. He has been a 
lawyer, warrior, orator, statesman, diplo- 
mat, scientist, philosopher and world 
planner. Now, with the war won and 
his country prospering (see page 14), 
he wants to make the British Empire in 
fact what he once made it in name— 
a Commonwealth of Nations. 

The aged Field Marshal’s thinning 
figure is rather gaunt now, and it has 
the trace of a stoop. But it still retains 
astonishing energy. A few months ago, 
political opponents charged that he 
was “an old horse” leading a “decrepit” 
Government. Smuts answered them by 
hiking to the top of South Africa's 3,500- 
foot Table Mountain. 

Smuts conserves his strength by lead- 
ing a simple life. He does not drink or 
smoke. He eats sparingly and gets to 


bed by 11 p. m. 
Smuts now is engaged in drafting a 
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PRIME MINISTER SMUTS 
Churchill was once a prisoner 


plan for further decentralization of the 
British Empire. He believes that the Em- 
pire can be strengthened best by loosen- 
ing its formal ties, and he gained support 
for this proposal at last month’s London 
Conference of Dominion Prime Ministers. 

Britain’s friend. The South African 
Premiers views carry great weight in 
England. After he addressed a joint ses- 
sion of Parliament during the war, Brit- 
ain’s dignified legislators, breaking prece- 
dent, applauded him with three rousing 
cheers and an off-key rendition of “For 
He’s a Jolly Good Fellow.” 

Smuts fought against Britain in the 
Boer War and still speaks English with 
a Dutch burr. But he long has been 
counted as one of Britain’s firmest friends. 
Almost singlehanded, he brought isola- 
tionist South Africa to England’s defense 
in 1914 and 1939. In both wars, he was 
the only Dominion statesman to sit in 
Britain’s inner war cabinet. 

Smuts’s strenuous public life has kept 
him away from home so much that his 
six children call him “a distinguished 
stranger.” When he is home in South 
Africa, he lives usually at his 6,000-acre 
farm, Doornkloof, near Pretoria. His ram- 
bling, tin-walled house, which has no 
heating and little plumbing, boasts a 
library of 10,000 books. 

Born and bred a Boer, Smuts is proud 
of his Dutch ancestry. He speaks the 
Dutch-derived Afrikaans language at 
home. His wife and friends call him 
“Oubaas,” Afrikaans for “Old Boss.” 
Asked about his first meeting with Frank- 
lin Roosevelt at the Cairo Conference, he 
quipped: “We Dutchmen get on well 
together.” 


Guerrilla leacer. Smuts had no school- 
ing until he was 12. But, by 16, he had 
amassed enough knowledge to enter col- 
lege. Later, he won a scholarship to Cam- 
bridge. At 28, he was State Attorney of 
Paul Kruger’s Transvaal Republic when 
rivalry between British and Dutch set- 
tlers broke out in the Boer War. 

Although Smuts had little military ex- 


‘perience, he took charge of a “Com- 


mando’ of 250 mounted raiders, and built 
it up to 3,000 with farmer recruits. Boer 
resistance was financed for months with 
the proceeds of one of his successful raids 
on the English banks in Pretoria. Among 
the British prisoners he captured was a 
young war correspondent named Winston 
Churchill, who later made a daring 
escape. 

Smuts and his chief, Gen. Louis Botha. 
accepted the generous peace settlement 
offered by the British in 1902, and eight 
years later they co-operated in forming 
the South African Union. Botha became 
Prime Minister and Smuts No. 2 man 
until Botha’s death in 1919, when Smuts 
succeeded to the Premiership. 

British general. In 1914, Smuts and 
Botha had to put down a rebellion them- 
selves among the anti-British Boers be- 
fore they could take South Africa into 
the war. Back in uniform again, Smuts 
crushed the Germans first in Southwest 
Africa, then in East Africa. The British 
brought him to London in 1917 and made 
him a lieutenant general. 

In England Smuts founded the R. A. F. 
and helped plan the Palestine campaign, 
but turned down the field command after 
Botha cabled: “Advise you to refuse. We 
both know you are no general.” 

Ousted as Prime Minister in 1924, 
Smuts philosophized, wrote books, cul- 
tivated his experiments in botany and 
developed a new drought-resistant grass 
called Digitaria Smutsii. 

Another war, another peace. Smuts 
formed a coalition government with 
Prime Minister James Hertzog in 1933, 
but broke away when World War II 
started. Hertzog proposed neutrality, 
saying: “I sympathize with Hitler.” Smuts 
argued the South African Parliament into 
an 80 to 67 vote for war and became 
Prime Minister again. 

Just as Smuts helped achieve victory 
in both World Wars, so he sought after 
each to consolidate the peace. In 1919, 
he collaborated closely with President 
Woodrow Wilson on the League Cove- 
nant. Last year, at San Francisco, he was 
the only giant of Versailles to take part 
in writing the U. N. Charter. 

Critics have called Smuts an “apolo- 
gist” for British imperialism. But the 
South African statesman claims that the 
British Empire is history's first example 
of a world system evolved through slow, 
practical experience. Now he looks for- 
ward to the day when the whole world, 
under the U.N., will be fused into a 
similar Commonwealth of Nations. 
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takes baseball (and politics) seriously. 


U.S. stores buying up Caribbean handiwork 


Port-Avu-PRINCE { HaitT1) 

OWN THROUGH THE CARIBBEAN, wher- 

D ever you go, the people are increas- 

ingly interested not only in the U. S., but 

in American automobiles, movies, base- 
ball and gadgets of all kinds. 

“Beisbol,” for instance, has caught the 
Cubans’ fancy to the point where even a 
good old-fashioned political rally (and 
they get hot down here) fails to lure 
Habaneros away from the games or 
broadcasts of games. They even have 
night games now. 

On the Prado, Havana’s widest and 
most important downtown street, you can 
see hundreds listening to the game .. . 
a string of Spanish explanations, and 
then: “Caramba! Home run!” . . . more 
Spanish, and then: “Strike three, he’s 
out!” 

Flying from island to island in the 
Caribbean, you constantly hear and see 
many other things that emphasize the 
American influence—perhaps I should say 
the North American influence—on the 
daily lives of the people. 

Youll soon be seeing more and more 
colorful articles made by natives of the 
West Indies on sale in the United States. 
On every island, 've met North Ameri- 
cans representing New York importing 
firms looking for goods to sell in the 
United States. Here in Haiti, as an ex- 
ample, there’s a group buying shoes and 
handbags made of sisal—one man alone is 
buying 10,000 pairs. They cost $2.25 
here and sell in the States for up to $10. 





One businessman predicted that in the 
coming year there will be twice as many 
buyers roaming through these Caribbean 
countries hunting for native products for 
the world markets. Such trade, of course, 
will be very beneficial to all these small 
countries. 

The United States has been buying 
sisal for rope manufacture, but now the 
Haitians are using a good deal of it for 


native manufactures. Six hundred thou- 
sand pounds have been set aside this year 
and estimates are that one million pounds 
will be used to manufacture shoes alone 
next year. 

A “factory” is something less than a 
factory in the United States. It generally 
is an old house. Work goes on inside the 
building and out in the garden. The raw 
sisal comes in and is dyed—an old bath- 
tub or gasoline drum serving as a vat. 
Sisal ropes are strung in crisscross fash- 
ion from tree to tree to dry, and, when 
they are ready to work, the Haitians be- 





gin fashioning shoes or handbags in a 
whirlpool of confusion and chatter which 
started out to be French. 

When the day’s work is done, they 
spill out into the crowded streets for 
something to eat and drink—dessert for 
their daily food. It’s generally peanut 
brittle (which they call tablettes pis- 
tache) and gruillot, which is spiced pork, 
and tafia, an unrefined rum. By 9 o'clock, 
the streets are deserted and the town 
asleep. 

In Jamaica, which is a fraction of the 
British Empire, there’s a somewhat differ- 
ent atmosphere. One thing is certain in 
Kingston, the capital—the war is not over. 
No more Jamaicans are being sent off to 
fight in the British Army, but the rigid 
controls put into effect during the war 
have not been relaxed to any appreci- 
able extent. 

Gasoline is rationed still and prices of 
necessities still are under rigid price con- 
trol. Money cannot be exchanged freely, 
and travel beyond the limits of the Island 
is still restricted. 

In contrast to this, there is more food 
than I have seen in years. A cold lunch, 
for instance, gave me a choice of roast 
turkey, roast lamb, roast veal, lobster, 
mackerel salad, Spanish rice, chicken 
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salad, tomatoes, onions, stuffed eggs, 
salmon salad and stuffed crabs—all on the 
table before me. You eat what you want. 

And still there’s . 
poverty in Jamaica, 
and many who beg 
for pennies. In re- 
cent years, the aver- > 
age income of the ~! —= 
working people has @ & i: 
risen to 30 cents a (tence 
day, “too little for : 
more than bare ex- 
istence. If it were 
not for nature’s pro- 
viding tropical fruit 
in abundance, peo- 
ple would really go 
hungry. Milk, meat, 
butter and eggs are scarce and too ex- 
pensive for most people. 

Over the years, some efforts have been 
made to help the poorer class and some 
workers’ houses have been built. The 
majority, however, still live a day-to- 
day, threadbare existence in shacks made 
from discarded tin roofing and old crates. 

The more sisal shoes and handbags 
and mahogany woodwork—salad bowls, 
trays, bridge sets, knives and forks—and 
other articles that they can sell to the 
rich North Americans, the happier will 
be the lot of the Caribbean natives. 

Life in the Dominican Republic is 
somewhat different and revolves around 
one man—President Rafael Leonidas 
Trujillo Molina. THere’s no doubt that 
he’s the boss, to the extent that this is 
officially the “Era of Trujillo” (trooheel- 
yo). He’s been boss for 16 years and, 
while rival political parties are allowed, 
the only existing party is the Partido 
Trujillo. 

For 400 years, the capital was Santo 
Domingo, but now it’s Ciudad Trujillo, 
and Trujillo figures prominently on monu- 
ments, parks, hotels and everyone's lips. 
Outwardly the country gives evidence of 
prosperity, with many new buildings un- 
der construction, including a 3-million- 
dollar palace, new port facilities and a 
workingmen’s home community. Much 
of the recent construction, including a 
very good modern road, has been along 
the Haitian border. For 22 years the 
Dominicans were under Haitian rule and 
in 1861 reannexed themselves to Spain 
to prevent a threatened reconquest by 
Haiti. Official explanation of all the work 
along the border is that it is to prevent 
Haitian infiltration. 

Anyway, there’s no shortage of re- 
inforcing steel, cement or other building 
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materials down here. There’s 50,000 bags 
of cement on the docks and 100,000 
bags more on the way by ship. 

The workingmen’s community, called 
the “Bario de Los Obreros,” is reminiscent 
of a PWA or WPA project in the 
old days. There are homes for the work- 
ers, a community center with drugstore 
and a hospital. None is entirely com- 
pleted nor occupied. The houses are for 
sale to workers, paying so much per 
month. Wages are still low (despite the 


labor shortage) and houses that cost 
more than $35 a month are out of the 
worker's reach. Cost of living has risen 
70 per cent. 

The country itself, however, is well 
off financially. Sale of the 600,000-ton 
1946 sugar crop, and the export of rice 
both helped, and now the United Fruit 
Company plans to expand the banana 
industry, with an ultimtae investment of 
10 million dollars. 

W. G. 


Japanese are worried about nylons, too, 


but not because their women want them 


Tokyo 
HE LOWLY SILKWORM has come into 
its own in Japan. 

Silkworms and mulberry trees are just 
as important to the Japanese people now- 
adays—if not more so—as is the political 
struggle, democracy, reconstruction or 
weighty international affairs. Silkworms 
and mulberry leaves (the favorite diet of 
silk worms) always have been important 
in Japan’s economic life, but now the 





Japanese look to them to keep them from 
going hungry, even to save their lives. 

Japan was so badly ruined by the war 
and its aftermath that she has very little 
to export, and exports always have been 
the country’s lifeblood. About all the 
Japanese have left to sell abroad is silk 
and they are exporting every available 
pound in order to buy desperately needed 
foodstuffs. 

And so it’s only natural that all of the 
Japanese to whom you talk are vitally in- 
terested in how the worms and mulber- 
ries are doing, how much silk is being 
gathered up under General MacArthur’s 
orders, how much is being shipped, and 
what effect nylon and other synthetic 
substitutes will have on the sale of silk. 

Farmers who raise the trees and silk- 
worms, silk buyers and brokers, mill 
workers, all are vitally and directly inter- 
ested—and the rest of Japan knows that 
what happens to silk will tell how much 
food they are going to get. 

Right now they are gathering up all 
silk available and are shipping about 
10,000 bales a month, mostly to the 
United States. That’s only a small part of 
the 800,000 bales produced yearly be- 
fore Pearl Harbor. Then, the United 
States sold Japan annually cotton worth 
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100 million dollars, and was paid with 
silk of the same value. Silk experts here 
report it will be many years—if ever—be- 
fore silk production returns to that level, 
since about half of the country’s mulberry 
trees were destroyed during the war to 
yet acreage for badly needed food crops. 
It takes years to grow the trees. 

Japanese businessmen also tell me they 
fear the widespread use and popularity 
of nylon, rayon and other substitutes, par- 
ticularly in the U.S., as a serious threat 
to their silk market, and frequently ask: 
“Do American ladies really like nylons?” 

One very noticeable effect of the war 
and silk shipments is that the beautiful 
silk kimonos the Japanese girl always 
wore have given way to cotton kimonos 
and assorted varieties of Western dress. 
Not only are new silk kimonos virtually 
impossible for Japanese girls to obtain, 
but many of the kimonos which survived 
the hard wear and the fire-bombings of 
the war years have been acquired by 
American soldiers as gifts for wives, 
mothers and sweethearts. 

Many a Japanese family has traded its 
most precious silk garments, including 
heirloom, ceremonial kimonos for Amer- 
ican cigarettes, rations, clothing, and, less 
frequently, even for occupation yen. The 
early arrivals among the occupation 
troops quickly bought up most of the 
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silk and silk clothing remaining in the 
market. Their buddies who came later 
often canvassed from house to house on 
the outskirts of Tokyo, Yokohama and 
other cities hunting for souvenirs. Ki- 
monos, to most G.I.’s, were most typical 
of Japan, and were therefore the most 
eagerly sought of all mementos, 

Thus the prewar trend toward West- 


ern-style dress among Japanese women 
has been accelerated. Slacks are not un- 
common. Some wear what look like re- 
made G.I. uniforms. And the sweater- 
and-skirt combination, and even bobby 
socks, are almost as popular with young 
Japanese girls as among American ‘teen 
agers. 

Every effort, short of financial aid, is 
being made by General MacArthur’s 
headquarters to revive the silk industry. 
Officers handling such questions tell me 
Japan’s ability to pay any war repara- 
tions will depend largely on whether her 
prewar customers are willing to pay the 
high prices for silk. 

Until more mulberry trees grow more 
leaves, there’s no food for the silkworms. 
The number of cocoons now being pro- 
duced is not sufficient to allow the silk 
factories to operate at anywhere near 
capacity. That, in 
turn, throws more 
people out of work 
at the very time they 
desperately need 
jobs. 

Japanese silk pro- 
ducers are worried 
about the future be- 
cause they know that 
silk markets have 
been greatly restrict- 
ed by _ increasing 
manufacture of ny- 
lon and rayon. The 
United States, by far the largest prewar 
consumer of raw silk, is expected to use 
perhaps half as much as before, or roughly 
15 million pounds. The American hosiery 
industry, one of the biggest consumers of 
raw silk, is now able to maintain almost 
full production by using synthetic fibers, 
and the Japs have reports that only 20 
per cent of ladies’ stockings will be of 
silk. They wish someone would put on a 
propaganda campaign for silk stockings. 

Another thing that has them worried is 
the price of silk. Sales already made in 
the United States have averaged between 
$10 and $12 a pound, but the Japanese 
fear the price is going down. 

The silk shipments to the U.S. proba- 
bly account for the stories being broad- 
cast by the Russians alleging that Ameri- 
cans are “looting” Japan. Actually, the 
silk goes to pay for the food the Ameri- 
cans are importing, when they can get it, 
to make sure that the Japanese don’t get 
so hungry that they will become a prob- 
lem for the occupation forces. They'll sell 
silk to the Russians or anyone else if they 
want to buy. 

Anyway, one thing is certain—silk 
makes for a lot of conversation over here, 
both among the Americans and the Jap- 
anese, whether it’s about the way Jap- 
anese girls dress, the current price of 
souvenir kimonos, the reconstruction of 
Japan’s economic life, or the care and 
feeling of silkworms. 
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STARVING INDIA DEBATES 


SELF-RULE 
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INDIA, THE TROUBLED LAND which is home to 
400 million persons, a fifth of mankind, now is of- 
fered self-rule, and eventual freedom, on Britain’s 
terms. Whether India chooses to go forward on the 
installment plan or to agitate violently for freedom, 
depends both on her leaders and the temper of her 


people. Gandhi, as th® first figure among Hindus, who 
outnumber Moslems three to one, advises acceptance 
of the British proposal. Equally important is the pros- 
pect by mid-July of famine for millions. India’s normal 
poverty among the miasses, due partly to a steadily 
rising population, is the basic problem to be solved. 
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INDIA, LAND OF VIVID CONTRASTS has its “treas- a minimum of clothing, and exist on a meager diet, mostly 
ure houses” such as the magnificent Taj Mahal (above), its rice. In cities like Calcutta (below), homeless Indians live 
millionaire princes, and millions who live in mud huts, wear from hand to mouth. 


38 ¢ WORLD REPORT 





SOME 75 PER CENT of India’s millions depend on agricul- markets. Only an estimated 1 per cent work in organized 
ture for a living, farm by primitive methods (above), but industry, like these steelworkers (below) in Tata’s, India’s 
raise rice, wheat, sugar, tea, cotton and jute for world greatest steel mill, and in cotton and jute manufactures. 
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BRITISH MISSION offered India self-government: Sir 
Stafford Cripps, President, Board of Trade; Lord Pethick- 
Lawrence, Secretary for India; A. V. Alexander, First Lord 


of the Admiralty. 
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JAWAHARAL NEHRU, left-wing Hindu leader, probable 
successor to Gandhi, who demands a united India. 


s g ee Rae. 


NAWAB of BHOPAL (left) and Maharajah of Patiala 
(right), rulers of native states, and members of Chamber 
of Princes which has traditionally supported Britain in India. 
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MOHAMMED ALI JINNAH, President of the Moslem 
League, who demands Pakistan, an independent Moslem 


state, says he fears Hindu domination o 


a united India. 
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HIS HUNGRY {NDIAN MOTHER and child typify In- failures which have reduced rations to 12 ounces of grain 
ia’s plight, divided by bitter antagonisms, faced with crop daily for adults. The August harvest is awaited anxiously. 
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WORLD REPORT last week published in 
full text a speech by U.S. Secretary of State 
Byrnes in which he outlined the conflicts of the 
Paris Conference of Foreign Ministers which led 
to a deadlock of the Big-Four Powers. 


By Foreign Minister Molotov 


HE CONFERENCE of the Council of Foreign Ministers in 
Tin Paris was held in accordance with the decisions of the 
Moscow Conference of three Ministers held in December of 
last year. 

It is known that the Moscow Conference, guided by the 
directives of the Berlin Conference of three powers, adopted 
a definite decision on the preparation of peace treaties for 
Italy, Romania, Bulgaria, Hungary and Finland. 

The Soviet delegation at the Paris session maintained the 
position that it is obligatory to fulfill precisely the decision of 
the Moscow Conference, which provided for the convocation 
of a conference to discuss the above-mentioned peace treaties 
after the preparation of corresponding drafts had been com- 
pleted. 

According to the decision of the Moscow Conference, it is 
required that the necessary agreement in drawing up the above 
treaties be achieved among the governments of the Soviet 
Union, Great Britain and the 
United States, and in regard to 
Italy, also with France. 

This means that before the 
peace conference of representa- 
tives of 21 states is convoked 
these governments must draw up 
the agreed drafts of the treaties. 

A different interpretation could 
lead to a situation where, let us 
say, instead of one draft of a 
peace treaty with Italy, two drafts 
would be submitted to the con- 
ference. 

In such a case, one group of 
participants in the conference 
would be signing one peace treaty, 
while the other group of partici- 
pants in the conference would 
sign another peace treaty—which 
would actually mean the fiasco of 
any idea of a unity at the peace 
conference. 

Treading this road, we would 
have not one peace conference, 
but two peace conferences, and 
the aspiration of nations for a 
stable peace would therefore be 
frustrated. That such a situa- 
tion is intolerable is perfectly 
obvious. 

Therefore, the Soviet delega- 
tion could not agree with the pro- 
posal of the delegation of the 
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MOLOTOV’S REPLY TO BYRNES 


Foreign Minister presents his version of Paris deadlock 





MOLOTOV AND STALIN 
“A full man does not understand a hungry one” 
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Here in full text is the reply of Soviet Foreign 
Minister Vyacheslav M. Molotov to Secretary 
Byrnes, made to the Russian people in a lengthy 
review’ of the Conference in the Communist 
Party newspaper Pravda. 








United States on setting a date for the convocation of the 
peace conference, irrespective of the preliminary agreement 
in preparing the peace treaties. 

It is also perfectly obvious that this proposal of the American 
delegation, which was supported by the British delegation as 
well, ran counter to the decisions of the Berlin and Moscow 
conferences and in general could have the most undesirable 
consequences for further development of friendly relations 
among the nations seeking to establish a stable peace. 

Therefore, the efforts of the Soviet delegation at Paris were 
aimed precisely at reaching agreed decisions on the main 
questions of the draft of peace treaties with Italy, Romania, 
Bulgaria, Hungary and Finland. 

It should be recognized that certain positive results were 
reached in this respect, although they cannot be regarded as 
sufficient. As the result of the work of the Paris Conference, 
the preparation of peace treaties for Romania, Bulgaria, 
Hungary and Finland, with the exception of economic clauses, 
which remained unconsidered, may be regarded as completed 

in the main. 

The governments that were 
charged with preparing these 
treaties agreed on all the basic 
questions: territorial and military 
restrictions, reparations and other 
questions. This was illustrated by 
the fact that, on the Soviet Gov- 
ernment’s suggestion, the armis- 
tice terms, in which only basic ob- 
ligations of satellite states had 
been included, were used as the 
basis of the above peace treaties, 
which fully insures the legitimate 
interests of the Allies without, 
however, leading to outside inter- 
ference in the internal affairs of 
these states. 

Questions which remained un- 
‘agreed upon in regard to the 

‘ peace treaties with Romania, 
Bulgaria, Hungary and Finland 
refer mainly to the economic 
section of the treaties, which thus 
far has not been discussed by 
the Council of Foreign Ministers, 


commissions where differences 
have been revealed. 

Such a question as that of trade 
and shipping on the Danube, 
however, involving vital interests 
of Danubian countries, has al- 
ready been discussed more than 





but has been discussed by special - 
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Bnce by the Council of Foreign Ministers. 


The Soviet view maintains that this question cannot be 
discussed and decided upon without participation of the 
Danubian countries, if one is guided by a desire to develop 
fiendly relations with those countries. The question of the 
shipping regime on the Danube is, in the first place, the affair 
of the Danube states themselves, and it cannot be decided 
upon in peace treaties with the individual Danube states. 

One cannot regard it as correct that certain non-Danubian 
states should assume the right to dictate their will to the 
Danubian states and impose a regime on the Danube that 
would take no heed of the interests of the Danubian states, 
particularly of the Danube Allied States (Czechoslovakia and 
Yugoslavia). 

In regard to the peace treaty with Italy, the situation is far 

more complicated. Here differences have been revealed on a 
number of basic questions, as, for instance, on reparations, on 
the fate of. the former Italian colonies, on the Italo-Yugoslav 
frontier and the destiny of Trieste, and on several other 
questions. 
Let us take the question of reparations. In 1941-42 several 
hundred thousand troops of Fascist Italy invaded the territory 
of the U. S.S. R. Jointly with the Hitlerites, they devastated 
the capital of Soviet White Russia, Minsk and Kharkov and 
many other cities and villages in the Ukraine, reached the Don 
River and inflicted tremendous damage on our country. 

By their invasion of Yugoslavia, Greece and Albania, Italian 
Fascist troops caused tremendous calamities there as well. 
Nevertheless, taking into account the fact that Fascism in Italy 
was overthrown and realizing the importance of democratic 
Italy’s participation on the Allies’ side in the last years of the 
war, the Soviet Union restricted its reparations demand for the 
six-year period to the very modest sum of $100,000,000. 

This should at least serve as a reminder that there can be no 
impunity for aggression and invasion of a foreign territory. 
At the same time the Soviet Union defends the justness of 
the reparation demands for Yugoslavia, Greece and Albania, 
amounting to $200,000,000, 

These figures show that our reparation claims on Italy can 
compensate for only a small part of the damage she inflicted 
in the war years. 

The reparation demands of the Soviet Union on Italy met 
support at the Paris Conference only on the part of the French 
delegation. The American delegation and, together with it, the 
British delegation, did not support fully even these just de- 
mands of the Soviet Union. It will suffice to say that the dele- 
gation of the U.S.A. proposed to include in the sum of 
reparations for the U.S. S. R. the value of those warships that 
are allotted to the Soviet Union from Italian war booty, al- 
though as far back as at the Berlin Conference, when the Ger- 
man problem was considered, the American, British and Soviet 
governments found it just to regard the enemy navy as war 
booty not to be included in the reparations, 

This is not the first time that, in considering the question of 
reparations, we face a situation where representatives of coun- 
tries that did not experience an enemy invasion of their own 
territories approach this question differently from the Soviet 
Union. Indeed, one cannot reduce the whole thing to words of 
sympathy in regard to nations that suffered from a foreign 
invasion and at the same time issue appeals to “forget about 
reparations.” 

This would only serve as another proof of the correctness of 
ihe Russian proverb that “a full man does not understand a 
hungry one.” 

Meanwhile, it is known from the official statements in the 








Italian press that a tremendous occupation expenditure is 
borne by Italy for the benefit of Britain and the U.S.A. 
Even a small reduction of this sum of occupation expenditure, 
amounting to several thousand million dollars, would suffice for 
Italy to meet the reparation demands of the Soviet Union. 

On the other hand, we are well aware that Italian industry 
is in need of orders. Fulfillment of reparation demands ad- 





vanced by the Soviet Union would provide Italian industry 
with substantial orders for several years without forming a 
great burden on the Italian state budget. 

Why, then, are the chief objections of the American and 
British side raised precisely against Italy’s covering the repara- 
tions by deliveries of goods to the Soviet Union? The allegation 
that such deliveries by Italian industry would be made at the 
cost of financing Italy by the United States and Great Britain 
has no ground whatsoever. 

On the other hand, one cannot regard it as correct that 
Italian industry should be considered as subordinated to the 
interests of American and British industrial circles. The na- 
tional industry of Italy has a rich past, and new and important 
prospects of development should now open before it. If we 
are not interfered with, the Soviet Union and Italy will reach 
an agreement on reparations without special difficulties. 

Much attention was given to the question of former Italian 
colonies, at both the London and Paris conferences of For- 
eign Ministers. We did not insist on Tripolitania’s being placed 
for several years under the trusteeship of the Soviet Union 
alone or even jointly with Italy, although this would be of 
great importance to Soviet merchantmen on the Mediterra- 
nean Sea routes and would fully secure the interests of estab- 
lishing Tripolitania’s national independence within a short 
time. 

The Soviet Union, as well as France, found it desirable that 
the former colonies be handed to the trusteeship of Italy her- 
self, who, having now become a democratic state, could under 
the guidance of the United Nations accomplish the task of 
preparing these countries for national independence. 

This proposal was initially supported by the American dele- 
gation, which, however, soon abandoned its position, defer- 
ring to the objections of the British delegation. 

In view of this, the fate of the Italian colonies remains un- 
decided, and concessions made by the Soviet Union in this 
question did not receive the due appraisal of fair recognition. 

In the question of former Italian colonies, it was par- 
ticularly obvious that the American and British delegations 
usually acted on previous agreement, although this ran counter 
to the lawful interests of other countries. 

A British draft was announced at Paris according to which 
almost all of the Italian colonies were actually to fall under 
Britain's control. As one sees it, it was proposed to do this not 
only at the expense of vanquished Italy, but also of Ethiopia, 
which, as is well known, is a member of the United Nations. 

The realization of such plans would lead to further con- 
solidation of the practically monopolistic position of Great 
Britain in the entire tremendous area of the Mediterranean 
and Red Seas. 

These British plans were not criticized by the American 
delegation; on the other hand, every proposal that seemed 
undesirable to Great Britain from the point of view of pres- 
ervation and further consolidation of her monopolistic posi- 
tion in the Mediterranean met with resolute resistance on the 
part not only of the British byt also the American delegation. 

It was proposed to proclaim the “independence of Libia,” 
comprising Tripolitania and Cyrenaica, without, however, 
withdrawing British troops from that territory. 

It was also proposed to form “Greater Somaliland” by add- 
ing to Italian Somaliland two territories at the expense of 
Ethiopia (Ogaden and “reserved territories”), and then place 
“Greater Somaliland” in Great Britain’s trusteeship. Thus 
Great Britain’s colonial empire would obtain new expansion 
of its rights in Northern and Eastern Africa. 

The question of Italian colonies remained undecided and 
British troops still remain the masters of the situation in these 
territories, as well as in certain territories in Ethiopia. 

The question of the Italo-Yugoslav frontier and Trieste 
should also be regarded as one of the chief problems of the 
Paris Conference. 

The Soviet delegation supported Yugoslavia on this issue. 
Only the justice of Yugoslav claims to the Julian March 
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(Venezia Giulia) was not disputed by anyone. No one de- 
fended the decision adopted after the First World War on the 
transfer of Julian March to Italy. It was clear to everyone 


that this is part of Yugoslavia’s national territory and that. 


Slovenes and Croats prevail in this territory. 

Nevertheless, under the proposal of the American, Britis] 
and French experts, the Julian March was to be split into two 
parts—an eastern and a western part. And together with the 
western part, which, according to the French draft, forms only 
a small part of the Julian March, Trieste which constitutes the 
head of the entire Julian March—was to be wrested from 
Yugoslavia. Yet the city of Trieste, despite the predominance 
of the Italian population in it, cannot be separated from the 
Julian March without violating important national interests of 
Yugoslavia and without grave economic prejudice to Trieste 
itself. 

The problem of the Italo-Yugoslav frontier remained un- 
solved. Yet it is perfectly clear that it demands immediate de- 
cision in a spirit that would satisfy the national interests of our 
common ally—Yugoslavia. 

Nor should one underestimate the importance of the eco- 
nomic problems of the treaty with Italy, the more so because in 
other peace treaties similar questions of an economic nature 
arise. In the process of preparation of the peace treaties, a 
tendency became apparent that endangers the countries that 
have been weakened by the war, since Anglo-American capital 
seeks to subdue to its influence the economy of big and small 
states and to convert so-called economic aid to these countries 
to an instrument for achieving these ends. 

We encountered a desire to include in the treaties numer- 
ous economic, financial and other clauses that might be 
utilized by the strong states to impose their will upon eco- 
nomically weak states that have not yet recovered from the 
war. As grounds for such proposals, they usually advance 
arguments about the usefulness of the abolition of trade and 
other restrictions, about the granting of a free hand to foreign 
capital, and so forth. 

On the other hand, the Soviet delegation could not disre- 
gard the national interests of the former satellite states that 
have now taken the road of democratic development and eco- 
nomic revival, since the Soviet Union cannot support the 
efforts of any state to enslave economically other countries, 
even though they may have been on the enemy side in the 
early war years. 

One cannot, indeed, regard Italy or any other similar state 
as some sort of colony where the occupying powers could lord 
it as they pleased without regard for the national interests 
of these states. 

Much attention was given to the question of setting up in 
Italy a “Treaty Commission” composed of representatives of 
the United States, Britain, the U.S.S.R. and France. Accord- 
ing to the American draft, the “Treaty Commission” should, 
in the course of 18 months after the conclusion of peace, ful- 
fill such functions as would be prescribed to it by the peace 
treaty in regard to various military questions, reparations, 
restitutions, war criminals, and so on. 

It was also proposed that the Commission should be in- 
vested with both executive and judiciary powers; that is, it 
should possess exceptionally wide powers in tue territory of 
the foreign democratic state. 

Its extraordinary wide powers would be in contradiction 
of the sovereignty of the Italian state, to which, after the 
signing of the peace treaty, the road should be opened to 
join the United Nations. The Soviet delegation believed that 
the setting up of a commission with both executive and judi- 
ciary powers would resemble some sort of regime of capitula- 
tion for Italy that is in no way compatible with the principle 
of Italy's state sovereignty. 

On our part, it was pointed out that the institution of 
such a mission contradicted the proposal for the mitigation 
of the armistice terms that was signed in Paris. We failed to 
reach agreement on this question, too. It is to be believed, 


44 « WORLD REPORT 


however, that further mediations will convince the authors of 
this proposal that it is inexpedient to insist on setting up a 
“Treaty Commission.” 

As is known, the question of Germany was also discussed 
at the conference, on the initiative of the French delegation, 
France once again insisted on separating the Ruhr, Rhine and 
Saar provinces from Germany. Discussion of this question, 
however, did not develop at the Paris session. 

On the other hand, the American delegation proposed to 
discuss the draft of a treaty between the United States, Great 
Britain, the U.S.S.R. and France on the disarmament and 
demilitarization of Germany for a 25-year term in the spirit 
of the notorious proposal of Senator Vandenberg. In this 
connection, Mr. Byrnes pointed out that, as far back as 
December last, when he was in Moscow, he asked Stalin 
about his attitude toward the possibility of concluding such 
a treaty and obtained consent in principle from him. 

One should bear in mind, however, that Mr. Byrnes makes 
here a somewhat inaccurate statement, for in December Mr. 
Byrnes did not as yet have the draft of such a treaty and, 
therefore, Stalin’s “consent” to a non-existent treaty could not 
have been given, the matter then being reduced to a brief ex- 
change of views on the idea of a treaty of mutual assistance 
in case of a resumption of German or Japanese aggression. 

But the draft of the treaty later presented by Mr. Byrnes 
excluded the question of mutual assistance against German 
and Japanese aggression. It deals only with disarmament and 
for some reason ignores the most important decision in 
regard to Germany adopted by the Allies at Tehran, Yalta 
and Berlin, and may lead to weakening inter-Allied control 
aimed at preventing a recurrence of German aggression, while 
the weakening of such a control is, of course, absolutely 
unpermissible. 

The Soviet delegation suggested a preliminary study of the 
treaty draft by the governments concerned and proposed that 
a decision on this treaty should not be taken in a hurry, the 
more so as Mr. Byrnes explained that this treaty can come 
into force only after the signing of the peace treaty with 
Germany, while, as is known, in Germany there does not yet 
exist even the embryo of a government with which a peace 
treaty could be concluded. 

That is why the Soviet delegation advanced another pro- 
posal. It pointed out that before speaking of a new treaty 
concerning the disarming, and demilitarization of Germany, it 


was necessary to check the fulfillment of the previous decision 


of the Allies on Germany’s disarmament. This proposal was 
finally accepted. 

Now the Control Council in Germany is considering prac- 
tical steps for setting up such a commission, which in all of 
Germany's zones of occupation would check exactly how the 
disarming of the German armed forces has been effected in 
practice within the year that elapsed since Germany sur- 
rendered. 

It should be expected that this checking up will facilitate 
the exact fulfillment of Germany’s surrender terms and the 
evolving of further measures for ensuring security in Europe. 

Literally on the eve of the closing of the Paris session, Mr. 
Byrnes submitted another project—this time it was the project 
for the convocation of a conference of the Allies in November 
to consider a peace treaty with Germany. This proposal was all 
the more unexpected because previously neither Mr. Byrnes 
nor anyone else had made any proposals concerning such a 
peace treaty, not to mention that there does not exist yet any 
German government with which a peace treaty could be 
concluded. | 

In this connection, one may recall that the head of the 
Soviet Government, Stalin, as far back as last July, at the Ber- 
lin Conference, advanced a proposal on the formation of some 
central all-German administration. The other participants in 
the Berlin Conference then objected to a discussion of this 
question. Since then no one has raised this question. 

Naturally, in such a situation, Mr. Byrnes’s proposal to con- 
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voke a conference to consider a peace treaty with Germany 
could not have been accepted at the Paris Conference. This 
question naturally cannot be decided in a hurry, either. 

What is the significance of the results of the Paris Con- 
ference? 

The results of the Conference show that the discussion of 
the drafts of the first five peace treaties revealed certain differ- 
ences among the governments responsible for the preparation 
of these treaties. It was revealed that in regard to drafts of 
peace treaties with Romania, Bulgaria and Finland, where the 
chief responsibility naturally rests with the Soviet Union, only 
a few differences remain, which need not be exaggerated. 

As regards the peace treaty with Italy, where the chief re- 
sponsibility rests with Great Britain and the United States of 
America, a number of questions of major importance remain 
unagreed. And, in further instances, the Soviet Union made 
several steps toward mutual agreement. Perhaps, this will at 
last facilitate the attainment of such agreement on this draft. 

The Paris Conference has shown that there exist also entirelv 
undesirable tendencies in the preparation of the peace treaties. 
It transpired that the so-called “offensive for peace” proclaimed 
in certain American circles is sometimes merely expressed in a 
desire to impose the will of the two governments on the gov- 
ernment of a third state. Such was the case, for instance, in the 
question of the fate of the former Italian colonies, where the 
Soviet Union completely renounced its claims. And yet the 
American and British delegations, grouping themselves in a 
bloc, gave no chance of reaching an agreed decision. 

In the question of reparations from Italy, we encountered 
again an Anglo-American bloc, which here, too, did not wage 
an “offensive for peace,” but an offensive against the Soviet 
Union. Having formed a bloc in their desire to impose their 
will upon the Soviet Union, the American and British delega- 
tions did not wish to reckon with the most legitimate wishes 
of the Soviet Union and frustrated the possibility of an 
agreed decision on reparations as well. 

The Paris Conference showed at the same time that at- 
tempts of certain states to impose their will upon other states 
meet with a natural rebuff. Certainly no self-respecting Allied 
state will allow the will of another state to bé imposed upon 
it. The Soviet Union is just one of such states, while it has 
sufficiently demonstrated its desire for co-ordinated actions 
with other countries, both in time of war, for the sake of 
Allied victory, and after the war, for the sake of ensuring 
lasting peace and the security of nations. 

They say sometimes that it is difficult to draw a line 
between the desire for security and the desire for expansion. 
Indeed, it is difficult at times. For instance, what interests 
of the security of the U.S. A. dictate the demand for military 
bases in Iceland? Evidently what matters here is by no means 
the security of the U.S. but entirely different aspirations. 

The world press is replete with reports that certain circles 
in the United States, having formed a bloc with their friends 
in Great Britain, are seeking to establish naval and military 
air bases in all parts of the globe—on Pacific and Atlantic 
islands, in territories of the states of the Western and Eastern 
Hemispheres. 

It is not for nothing that in certain countries the advocates 
of a new imperialist domination of the world by one of the 
strongest states have now acquired great weight. Without 
feeling inconvenienced by the special position of a senator 
or deputy, they are trumpeting about their expansionist 
plans and are instigating new aggressive wars, disregarding 
lightly the lessons of the inglorious collapse of imperialist 
Germany and of her plans for world domination. The future 
is now not with these gentlemen but with those nations that, 
like the Soviet Union, desire lasting peace and link the inter- 
ests of their security with the interests of the security of other 
peace-loving nations. 

Efforts on the part of certain strong states to impose their 
will on other nations will occur in the future, too. But in 
regard to the Sovet Union, both in the past and in the future, 





they are doomed to failure. Only aspirations for friendly 
collaboration, in which there is no room for imposing the 
will of one state or two states upon another state, can serve 
as a reliable foundation for the development of relations 
between the Soviet state and other countries. 

One need not doubt that these principles of international 
collaboration will enjoy ever-growing recognition in other 
democratic countries, as it is well known that a definite pro- 
cedure of adopting decisions agreed among the Allies was 
evolved during the war. Agreed decisions on very important 
questions were unanimously adopted at the conferences of 
Tehran, Yalta and Berlin, as well as at the Moscow Confer- 
ence of 1943. 

These decisions were not adopted through imposing upon 
one government the will of other governments, but as a 
matter of friendly accord and understanding. This method of 
collaboration brought about positive results. 

Certain circles now seek to break this accord. Ever-new 
attempts are made to act contrary to this true method of 
work. At the Paris Conference, it was suggested not to wait 
for drafts of the peace treaties to be agreed upon among the 
governments which had undertaken to prepare these drafts. 
It was suggested that drafts not agreed upon should be 
referred directly for consideration to a peace conference of 
the representatives of 21 states, there to start disputes and 
struggle. The Soviet delegation declined these attempts to 
break the established principles of the joint work of the Allies. 

After the Paris Conference, Mr. Byrnes advanced a new 
still more far-reaching plan. It is proposed to refer to the 
United Nations organization the consideration of draft peace 
treaties on which agreement will not have been achieved, 
although it is known that this organization is not concerned 
with questions of peace treaties. This is one more attempt 
to break up the procedure of concerted work that was estab- 
lished in recent years and to utilize methods of pressure, 
threats and intimidation. 

The inconsistency of such intimidation in regard to the 
Soviet Union is obvious and has been proved many times. 
Such attempts, however, testify to the strong desire of certain 
foreign circles to break up the principles of joint work with 
the Soviet Union and other democratic states that were 
established in recent years, and in relations with the 
U.S.S.R. and other countries to try to resort to methods 
alien to normal relations among states. 

Attempts to draw the United Nations organization into such 
affairs are already universally known. Such things may be done 
if one does not consider the risk of undermining the prestige of 
the United Nations organization, being carried away by the 
tactics of utilizing ever-new combinations of votes in the inter- 
national organization. 

Now there are instances of this sort, and one cannot deny 
that the prestige of the Security Council already has been sub- 
ject to grave trials. 

All this goes to show that the preparation of the first peace 
treaties has already encountered no small difficulties. These 
difficulties are not accidental. There is a desire in certain for- 
eign circles to dislodge the Soviet Union from the honorable 
place in international affairs that it has rightfully occupied, to 
prejudice the international prestige of the U. S. S. R. 

Yet only shortsighted reactionary circles doorned to fiasco 
can act in such a manner. They are unable to understand that 
the Soviet state, which bore the brunt of the struggle for the 
salvation of mankind from the tyranny of fascism, now right- 
fully occupies a position in international relations such as com- 
plies with the interests of the equality of big and small coun- 
tries in their desire for peace and security. 

In defending the legitimate interests of the Soviet Union and 
the principles of friendly collaboration with other democratic 
countries—while repelling imperialist reactionary attempts 
wherever they may originate—the Soviet Union is fully con- 
vinced of the correctness of its policy, which is aimed at de- 
fending the cause of peace and the progress of humanity. 


JUNE 6, 1946 © 45 












(Excerpts of the debate at the forty-third meeting of the 
United Nations Security Council in New York City on 
the Iranian question.) 


E. R. Stettinius, 
United States: 

. . . I would like to suggest 
that the Council again defer ac- 
tion on the Iranian matter. My 
Government does not feel that 
the Council has sufficient basis 
for taking definite action today. 

In view of the conflicting re- 
ports relating to the current 
troubled situation in Iran, and 
in view of the record of the 
Soviet-Iranian difficulties and 
differences, my Government 
would consider it most unfortu- 
nate for the Security Council at 
this time to drop the Iranian 
question from the list of matters on which the Council is 
seized. 

It will be recalled that in the Council’s resolution of April 4 
the Council requested the Soviet Government and the Iranian 
Government to report by May 6 whether the withdrawal of 
all Soviet troops from the whole of Iran had been completed. 

The Soviet Government has made no report to the Council 
and no statement on this subject. 

The Iranian Government has been unable until today to 
report any official findings as to Azerbaijan. It has today made 
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a report which on its face is not complete since it deals with 
only a portion of the Province of Azerbaijan. 

In the view of my Government, that is not conclusive 
evidence, or the final definite specific evidence that we felt 
was to be submitted to the Council at the time that the 
Council last deferred this Iranian matter. Moreover, we must 
bear in mind that the presence of Soviet troops on Iranian 
territory has been only one of the subjects which has been 
a matter of controversy between the Soviet and Iranian 
Governments. 

For these reasons, my Government earnestly believes that 
the Security Council should postpone further consideration 
of the matter at this time. 

I wish to add, that my Government, as is well known, 
has followed developments in the Iranian matter with the 
greatest concern and has recently been giving careful con- 
sideration to requesting, upon its own initative, an investiga- 
tion by the Council of the situation in Northern Iran in order 
to assist the Council to determine whether the continuance 
of the situation there is likely to endanger international peace 
and security. 

I do not want to suggest at this time however that the 
Council take action along this line. I do wish to emphasize 
the feeling of my Government, that it is most desirable that 
the Council continue to remain seized of the Iranian matter, 
indicating thereby its continuing concern in this potentially 
dangerous and as yet unclarified situation. 


Sir Alexander €adogan, 
The United Kingdom: 


I indorse what has been said 
by the Delegate of the United 
States, and I myself will go per- 
haps even further in one respect. 
In my view, I do not think that 
the Council could take the re- 
port, which is now before us, as 
conclusive in the matter. By its 
very nature and by its terms, so 
far as I can see, this is merely 
an interim report. It is not de- 
finitive or conclusive. 

It does not say that the Gov- 
ernment of Iran is satisfied that 
the evacuation of their territory 
is complete. It indeed reports that it has heard from the Com- 
mission which it sent to investigate that they have been un- 
able to find any traces of Soviet troops, equipment or means 
of transport in certain named places, but it does not say that 
that indicates the complete withdrawal of Soviet troops from 
the whole of the area which they originally occupied. 

From various reports which have reached us, it is clear 
that up to a very recent date, indeed, the Government of 
Tehran was unable to exercise effectively its authority in the 
Province of Azerbaijan. I cannot help wondering, therefore, 
whether the Commission which they sent to the spot enjoyed 
complete liberty of movement and action. 

Indeed, their information appears to be largely secondhand, 
although it is described as being furnished by trustworthy local 
people. I cannot, therefore, consider that this report is final or 
in all ways satisfactory. If the Tehran Government or their 
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officials are unable to exert their authority in the Province and 
are deprived of complete liberty of movement, it means, of 
course, that they have been taken to see and investigate only 
those places which the rebel authorities wished them to see. 
Therefore, I regard this report as being incomplete. 

J should like to put certain questions to elucidate further 
the attitude of the Government in Tehran. For instance, 
frstly, what proportion of the territory formerly occupied by 
Soviet troops is represented by these places named in the 
Jatest report? 

Then, secondly, as I have already indicated, I should like to 
know, does this report satisfy the Government in Tehran that 
the evacuation of the Soviet troops is completed? 

Thirdly, I should like to know what steps the Commission 
took to satisfy itself and to verify that equipment and means 
of transport had in fact been removed? 

Fourthly, was any investigation made into reports, which I 
am bound to say are current, that Soviet soldiers have been 
left behind in Azerbaijan in civilian clothes? That particular 
point is not mentioned in the report which we now have 
before us. 

If I seem rather meticulous in my examination of this ques- 
tion and the report now presented, I would explain that by 
reference to the fact that my Government takes a particular 
and direct interest in this matter, having been cosignatories 
with the Soviet Government in the Tri-Partite Treaty of 1942 
under which troops were to be withdrawn by a certain date at 
the beginning of March, and that Treaty was not carried out. 

It is admitted that Treaty was broken, and my Government 
addressed an inquiry immediately to the Soviet Government, 
begging them to indicate what had rendered it impossible for 
them to carry out the Treaty. We received no reply, and a 
further request—I am not quite sure, I think there were 
further requests—elicited nothing. 


Oscar Lange, 
Poland: 

I should like to begin by ex- 
pressing my regrets about the 
way in which this whole Iranian 
matter has been treated by the 
Council. I think it was on April 
15, that the Representative of 
Iran had sent us a letter in 
which he explicitly states that 
he Government of Iran with- 
draws its complaint from the 
Security Council. 

I consider it very unfortunate 
that the proposal which was 
then made by Monsieur Bonnet, 
who was at that time the Dele- 
gate of France, to close the issue because of the achievement 
of an agreement and the withdrawal of the case by the Gov- 
ernment of Iran had not been accepted, and I should like to 
remind the Council that I had warned, at the time, the Coun- 
cil that acceptance of the doctrine that after achievement of 
an agreement and the denial to a State of the right to withdraw 
acomplaint from the Council is not only against the letter and 
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spirit of the Charter, but is also politically a very dangerous 
doctrine because instead of helping to clarify issues, and to 
teach a settlement, it creates trouble. 

I think that this statement of mine has been verified be- 
tause the action of the Council implied.in refusing to the 
Government of Iran the right to withdraw the case, has not 
been helpful to the achievement of a settlement. It has been 
sed to create trouble and to make of the country of Iran 
i perpetual and permanent football of Big Power politics. 

I should like to know, first of all, whether the withdrawal 
o the complaint by the Government of Iran stands, or 
whether the letter which was presented on May 20 by the 
tranian Ambassador implies a change of the position ex- 





pressed in his letter of April 15 declaring that the com- 
plaint is withdrawn. 

Therefore, I should like to know, first of all, is there any 
latent complaint before us or is there not? I quite agree with 
the regrets expressed by our President as to the contents of 
the letter of the Iranian Ambassador of May 20 which is in 
contradiction with. statements sent us two days ago, or one 
day later by the same Ambassador in which he quotes the 
statement of his Prime Minister. 

Now, this last statement of the Prime Minister of Iran, 
which we have in the letter now before us, seems to me to 
close the case effectively. First of all, the question as to 
whether the Iranian Government is able to send its agents to 
Azerbaijan is an entirely internal matter of Azerbaijan. We 
read in the papers that there are some conflicts between the 
Province and the Central Government, but unless we have 
evidence to the contrary, these conflicts have to be treated as 
an internal affair of Iran... 

(Hussein Ala, Representative of Iran, took a seat at the 
Council table.) 


Hussein Ala, 
Iran: 


To my mind, that first complaint which was brought before 
the Council in London is still on the agenda of the Security 
Council. In the communication that I made on April 15, in 
which I successively gave an account of the various com- 
munications I received from my Government, I stated that, 
relying upon the definite promises which had been given by 
the Soviet Ambassador in Tehran, the Prime Minister of Iran 
agreed to remove that complaint which he had in mind, and 
which we all had in mind, that at the evacuation of Iran 
that complaint should be removed from the agenda. 

We had two complaints, as the Delegate of the Nether- 
lands has very clearly stated. The first one concerned the 
interferences in the internal affairs of Iran—that is to say, the 
fact that Soviet officials, agents and military authorities pre- 
vented the Central Government from sending its security 
forces to the north of Iran and ° 
to Azerbaijan, in order to attain 
tranquillity and put down any 
disturbances. That was a direct 
interference which was brought 
up before the Security Council, 
and there were other interfer- 
ences which have taken place. 

. . . Then came the sixth of 
May, the date on which the 
evacuation should have taken 
place. And on the sixth of May, 
according to all information at 
our disposal, the troops had not 
withdrawn entirely. They had 
withdrawn from certain prov- 
inces of Iran, but not from Azer- 
baijan, according to the informa- 
tion available in Tehran. And I believe that it was long after 
the sixth of May that the troops had actually withdrawn from 
Azerbaijan, if they actually have been entirely withdrawn. 

This telegram which the Prime Minister has now ad- 
dressed to me and which I have sent to the Council is 
inconclusive. It doesn’t clearly point out that all of the troops 
from the whole of Azerbaijan have been withdrawn. 

... 1 have truthfully represented the situation. I have not 
sought to hide anything. I have put the real facts with all 
my respect before the Council. I have always sought to tell 
the truth and I have based my statements on official informa- 
tion which I received from my Government at the time when 
I received it. The next day, if I receive another communica- 
tion, I am bound to communicate it to the Council, and that 
is what I did. I was correct in that. That is, I believe, the 
answer to the question which has been asked .. . 
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France Will Get Saar, 
But Lose Out in Ruhr 


The real reason behind Britain’s in- 
sistence that General Anders get his 
Polish Army out of Italy is this: British 
leaders are apprehensive that, if the 
Anders Army doesn’t go out of business 
soon, Russia and Poland will take the 
matter to the United Nations and claim 
that the British are maintaining an anti- 
Soviet Army. 
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' France is to get the rich Saar Basin 
when the boundaries of Western Ger- 
many finally are settled. But French 
demands for nationalization of the 
Ruhr will fail. As a compromise, tight 
supervision of Ruhr industries will be 
arranged as assurance to France that 
Germany’s industrial might will not be 
turned against her. 
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Secretary of State James F. Byrnes’s 
threat to take the European peace treaties 
to the United Nations was as much a 
surprise to Britain and France as it was 
to Russia. None of the other powers was 
ready for the move. Actually, the U. S. 
alone is willing to let the smaller nations 
have a part in peacewriting. 
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The underlying reason why Russia 
has not criticized United States policy 
in China is General of the Army 
George C. Marshall. The Russians 
have much respect for Marshall and 
don’t want to embarrass him. So they 
can be expected to hold off so long as 
the U.S. General is in the Far East. 
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Another thing, Russia is beginning to 
find that stirring up controversy over 
such things as U. S. and British activities 
in other countries can react to her own 
disadvantage. The Western Allies would 
like to know the present status of the 
Von Paulus army captured at Stalingrad, 
now that the Russians have asked about 
the state of demobilization of the Ger- 
man armies in Western Europe. They 
are interested in recurrent reports that 
the troops under Von Paulus are still 
organized in units, and located near 
Moscow. 
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Regardless of the status of Ger- 


man demobilization, doubts about the 
thoroughness of Germany’s defeat are 
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Byrnes’s Treaty Move 
Surprised Big Powers 


now beginning to develop in France, 
Belgium and Holland. Political moves 
in these countries are to be guided 
more and more by a fear that Ger- 
many may one day take the offensive 
again in Europe. 
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Some State Department officials feel 
that time and patience are running out 
in this country over the delayed Euro- 
pean peace. Fact is that Secretary Byrnes 
has an understanding with influential 
members of the Senate Foreign Relations 
Committee that they will support him 
through one more meeting of the For- 
eign Ministers. If the second Paris meet- 
ing fails, Congress may then step in 
to insist that peacemaking be turned 
over to a full conference of the 21 Al- 
lied nations. 
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In the difficulties of peace negotia- 
tions, Russia is partly guided by this 
fact: She insists on reparations from 
Italy not as compensation for war dam- 
ages so much as for punishment. Ger- 
many’s other partners, Finland, Ro- 
mania and Hungary, all had to pay 
for helping the Nazis, and Russians 
feel that Italy should pay up, too, 
even though she did help the Allies 
at the end of the war. 
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Russia will back Poland in her claims 
to the Glatz and Teschen areas which 
Czechoslovakia also wants. The two re- 
gions are among the most valuable in- 
dustrial areas of Europe. They are now 
being settled by Poles moving in from 
the territory around Lwow, which was 
ceded to Russia. 
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In reparations, the Russians are 
showing a keen interest in navy power. 
She may get two liners and part of 
the Italian Navy. She even has asked 
for part of what remains of the bat- 


tered Japanese Navy and fishing fleets. . ° 


Reason for Russian interest in this is 
an awareness of the part that sea 
power has played in two defeats of 
Germany. 
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Is Russia Holding 
‘Lost’ German Army? 


Italy is trying to solve her reparations 
problem through a double play with Rus- 
sia and the United States. She offered to 
manufacture electrical products for Rus- 
sia as a reparations credit if Russia would 
supply raw materials. But she wants to 
borrow money from the United States to 
pay labor and other costs of manufac. | 
turing the products for Russia. 
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Supporters of President-elect Peron 
of Argentina are split into two major | 
parties and several minor groups, but 
they are not split over Peron. The one 
question on which they all agree is 
that Peron is and should be their 
“lider,” the title they give him. There 
is no one among his present followers 
to challenge his suena over all the 
factions. 
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An official report made by a French- 
British-American commission will shortly 
be released showing that the Germans 
are not as near starvation as generally 
believed. The report shows that the Ger- 
mans have been living on their reserves, 
buying on the black market, and even 
using seed-potatoes intended for this 
years crop. 
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President Inonu of Turkey caught 
the new Democratic Party completely 
off guard when he set the Turkish elec- | 
tion for June 15. Jelal Bayar, head of 
the Democratic Party, did not expect 
an election until February, 1947. Now 
he has no time to prepare a campaign 
against Inonu’s Peoples Party. 
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In the matter of Arabian oil, those who 
know him do not take seriously King Ibn 
Saud’s threat to cancel U.S. oil conces- 
sions in Saudi Arabia. He recognizes the 
difference between private-company op- 
erations and the U.S. political interests. 
Also, Saudi Arabia can use the re 
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Russia’s reparations expert at Pots- 
dam has lost his job. Ivan Maisky, 
former Ambassador to London, failed 
to produce a definition for war booty 
which would provide a cover for all 
Russian seizures. Now he has been 
relegated to political obscurity in 
Leningrad. 
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i, .. . 24¢chaurs a day your doctor is ‘‘on duty’... 


Pe, “@ Plays . . . novels . : # motion pic- 
99 ~~ > tures... have been written about the 
“man in white? and his devotion to 
duty. But irl his, daffy routine he 

lives more drama, arid displays more 

devotion to the oath he has taken, 


guarding: hegltlte ws protecting and prolonging life... 


than the most imaginative mind 
could ever invent. And he asks no 
special credit. When there’s a job to 
do, he does it. A few winks of sleep 
...a few puffs of a cigarette... and 
he’s back at that job again... 


R. J. Reynolds Tobacco Company, Winston-Salem, N.C. 
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Nationwide 


wes: THAN ANY OTHER CIGARETTE! 


_ of America’s leading independent 
research organizations asked 113,597 doc- 
tors to name the cigarette they themselves 
preferred to smoke. 


The answers came in by the thousands... 
from doctors in big cities, in small towns... 
from general physicians, diagnosticians, sur- 
geons, specialists—doctors in every branch of 
medicine! Results? More doctors named Camel 
as their smoke than any other cigarette! 

Yes, a doctor, too, smokes for pleasure. Full 
flavor, coolness, and mildness mean just as 
much to him as they do to any other smoker. 
Smoke Camels and see for yourself. 
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THE 
“T-ZONE” 
TEST 
Witl TELL 
YOu 


The “T-Zone”’—T for taste and 
T for throat—is your own labora- 
tory for any cigarette. For only 
your taste and your throat can 
decide which cigarette tastes best 
to you...and how it agrees with 
your throat. On the basis of the 
experience of many, many millions 
of smokers, we believe Camels will 
suit your “T-Zone” to a “T.” 











